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How long will it 
Stay new? 


When you're viewing the new models 
this year, keep this thought in mind— 
No matter which car you buy, its 
future performance depends large- 
ly on you. 
For auto experts—the very men who 
build and sell these cars—agree that you 
can help give your car an extra year of 
youthful performance, if you give it the 
right service. 
But the right service doesn’t mean once- 
in-a-while attention. Only the regular 
use of fine petroleum products, good mo- 
tor oil, high-grade gasolene and reliable 
lubricants will give your car the kind of 
service that will keep it youthful. You'll 
find these quality prod- 


ucts at your Cities Ser- « £ oA 
vice dealer’s where ‘‘Ser- o > a \S) 
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... Investment Preparedness —_: 


In these tumultuous times, we are witnessing the passing of 
an old order. The economy of a world girded for drastic s¢ 
changes presents many bewildering problems to security ul 
owners—what to hold—what to discard—what to buy. 
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ee At such a time, the sound pointed guidance of THE MaGa- 

——————————— ZINE OF WALL STREET can be more helpful to you than ever. w 

Let Us Appraise Each fortnightly issue interprets today's lightning changes - 

—— in business, industry, politics and foreign affairs . . . effects ce 

Your Present Holdings of our huge armament program . . . Excess Profits _ 

As 0 veguler subscriber you may request opinions, Taxes ... provides you with forecasts of market trends and ° 
by wire or mail, on up to three listed stocks or securities . . . the latest facts on earnings profits and divi- | 

bonds at a time . . . and in return receive— dends . . . detailed analyses of leading industries and com- | = di 

without charge — the impartial advices of our panies . . . plus specific recommendations of securities offer- . 

analysts in the form of a personally dictated reply ing the greatest opportunities for income and appreciation . 

ES TE A SN . . . how to plan a safe investment course under present 
conditions. 
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It is very easy to find reasons why 
the stock market stavs down while 
business activity, according to the 
Federal Reserve Board index, heads 
straight for new high records. It is 
so easy, in fact, that newspaper col- 
umns and brokerage house letters 
use it as a favorite subject. They 
are explaining an established fact 
and that gives them the authority 
to point out that it could not very 
well be otherwise. When we get 
through reading a well-done job of 
this kind we wonder how anyone 
could ever have been so naive as to 
expect a company’s stock to go up 
simply because it is making larger 
profits. 

They list the war as the first han- 
dicap to prices, and they sketch in 
somewhere in the background the 
after-effects of the war as sufficient 





reasons why even its end would not 
be particularly cheering. Then there 
are the growing and _ increasingly 
complex taxes to pay for our defense 
effort. This year’s excess profits tax, 
we are told and no doubt correctly, 
is just a beginning; wait until you 
see what Congress will do next year. 
A little politics may enter into the 
recital, but it is mainly concerned 
with the sorry state of the world and 
the country that make you doubt 
there will be any stock market by 
1945. 

No one claims, of course, that we 
are as badly off as England. The 
threats we see ahead as possibilities 
they have already in their laps. They 
are down to the expedient of selling 
the family jewels to pay for defen- 
sive weapons that may or may not 
prevent the destruction of homes 





and industry alike. In their efforts 
to survive they are helping to create 
a business boom here. 

Yet the London market has ac- 
tually rallied twice as much in per- 
centage since the early summer lows 
as ours has. In November, 1938, 
New York prices were 31 per cent 
above London; they are now only 
37 per cent better. After two years 
of the British Empire’s_ greatest 
strain, we are able to show practic- 
ally no net gain over that market. 

Either the English are wrong or 
we are taking our own troubles and 
theirs too seriously. On past record, 
we can be accused of overdoing 
either caution or rashness almost 
with regularity. Perhaps we are in 
one of our doubt cycles that still 
recur as part of the hangover from 
1929. How else can you explain it? 
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WHO WILL BE OUR 
NEXT PRESIDENT? 


By E. K. T., Special Washington 
Correspondent 


Dozens of political experts are telling 
what they hope will be the result of 
the election. Seldom is a job like this 
done—first the findings of the various 
polls; then the opinions of those who 
should know in Washington; finally 
E. K. T.’s own forecast. A complete 
and impartial basis for judgment of the 
November 5th outcome. 


IN THE NEXT 


ROUND-UP OF TOTAL ARMA- 
MENTS ORDERS OF LEADING 
COMPANIES—TIMING 
FUTURE PROFITS 

- By Clinton Davidson, Jr. 


Figures on Government orders run in 
two grooves—either grandiose lumped 
billions, or piecemeal bits that mean 
little standing by themselves. Here is 
the key to give them meaning, the totals 
cleared by the Defense Commission for 
each large company, then the estimated 
speed with which these orders can be 
turned into production—and profits. 
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WHAT COMING EUROPEAN 
INFLATION MEANS TO US 


By V. L. Horoth 


The Nazis are buying food and other 
supplies in France like honest gentle- 
men. But there is a catch. It is 
actually subtle, stream-lined looting, 
capable of tearing Europe’s economy 
apart and shaking the rest of the world 
from Mozambique to Kansas City. These 
facts never reach the headlines, but they 
mean more to the business man or inves- 
tor than a hundred destructive bombings. 
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Richie for U. S. Steel 


Industry is flexing muscles not used in a decade, testing its limits of pro- 


duction, attempting to justify the nation's confidence in its own powers 


for peace or defense. The strain is severe, and it brings along new prob- 


lems for the investor—see "What Value Common Stocks?", page 18, and 


"New Tax Law Effects on Investors,’ page 16. 
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The Trend of Events 


DEFENSE OF WHAT?.... Most of the armament orders 
permitted by Congressional action to date have now 
been placed. Do we stand pat for a while and concentrate 
on producing the armaments? Not at all. According 
to Washington reports, three additional phases of the 
national defense program are yet to be launched: (1) a 
national defense highway building program: (2) a na- 
tional defense housing program; and (3) a national de- 
fense public power program, including development of 
the St. Lawrence. 

At unlimited cost, we are apparently going to defend 
everything except the Government’s credit and we are 
voing to prepare against everything except the post-war 
economic slump. Spending for needed armaments can't 
he criticized. But in this situation it is something else 
again to hunt up a lot of “extras” on which to lavish 
Federal I. O. U’s. The bigger this boom, the bigger the 
ultimate boomerang. 

And when the aftermath begins to stare us in the face 
there will be demand—and _ necessity—for the Govern- 
ment to cushion the shock by shifting its spending from 
armaments to useful, peace-time projects. At that time 
a strong Government credit rating will come in handy 
and meanwhile it would be a good idea to tuck the high- 
way, housing and power projects away in the files for 
future reference. 


It’s about time we put aside the somewhat hysterical 
fears of three months ago and get down to brass tacks. 
If Hitler can’t cross the English Channel, how can he 
cross the Atlantic Ocean? To keep him from crossing 
either, our best bet is to equip the English in rapidly in- 
creasing volume over the next six months or year with 
the types of weapons most urgently needed: namely, 
bombers, destroyers and torpedo bgats. 

The only strategy that makes sense for us is offensive 
strategy: (1) to keep the war in Europe by helping 
England; (2) to keep hostilities out of this hemisphere 
even if England falls. Looking at both the objective 
and the time factor, bombers should come ahead of fight- 
ers; destroyers and torpedo boats ahead of capital ships. 
This will remain a sea and air war, as far as we are con- 
cerned. If we effectively keep it so, we shall find—long 
before present plans are carried out—that we will not 
need a European-size army. 


NEARING CAPACITY LIMITS ... The, most spectacu- 
lar phase of the rise in industrial activity has been put 
behind and we are nearing a point where the only ques- 
tion will have to do with staying up there. In short, we 
are not very far from effective industrial capacity. In 
theory, considerable unused capacity can be cited. 
In theory, machines now working one shift could be run 
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twenty-four hours a day, subject only to stoppages for 
repairs. But bottlenecks of one kind or another always 
are encountered as capacity is approached. It may be 
shortage of skilled labor; or shortage of housing facilities 
near the plants; or, shortage of key materials or parts. 
Moreover, the amount of new machinery and machine 
tools that can be installed in any one year is always 
relatively small in relation to total existing capacity; so 
that, even if none of the above bottlenecks existed, indus- 
trial capacity in 1941 could be expanded only by a rela- 
tively small percentage. 

What this apparently means is that industry is likely 
to operate at a boom level at least through the first 
quarter of the coming year, but what happens after that 
is not so easily predictable. In a not distant future capi- 
tal goods orders not directly related to the armament 
needs may decline. If past history is a guide, the present 
high level of new orders for consumer goods may run to 
excess, outstripping even a favorable level of public de- 
_mand and calling for correction. Still higher taxes may 

conceivably put something of a crimp in consumer spend- 
ing for non-essential civilian goods. 

Although 1941 will be an active business year unless 
the war suddenly terminates, the increasing tendency 
to take it for granted as a guaranteed up year, without 
downward fluctuation of any kind, perhaps invites a bit 
of skepticism. Although any turn to reaction is probably 
several months or more hence, evidence of excess is be- 
ginning to accumulate and will bear watching. A time 
may come within the first half of 1941 when it will be 
discovered that private business expansion had been 
over-rapid and that actual armament production had not 
yet become the whole story. 


PRICE CONTROLS... We shall hear increasing de- 
bate on prices and price controls as the armament boom 
gathers momentum. The potentiality for inflationary 
price rise is the strongest in many years—far stronger 
than when President Roosevelt was experimenting with 
his gold policy and trying by hook or crook to get the 
general price level back up to the average of 1926. Deficit 
spending will create national purchasing power at a pro- 
digious rate; total demand for materials and goods has 
already been pushed to a new record high and will mount 
further on the triple pressure of armament orders, British 
war orders and active civilian business. 

But while some rise in the price level is certain, the 
practical question is one of degree. As to this, it should 
be illuminating to note that industrial activity today is 
well above the 1937 high—measured by the new Reserve 
Board index—but this publication’s index of raw mate- 
rials prices has advanced only to 73.1 from the year’s 
low of 67.9 and is 20.7 points under the 1937 high of 93.8. 
Commodity speculation is unlikely to get out of hand 
as it did for a few months in the winter of 1936-1937 both 
here and abroad. Ex-speculation on any major scale. 
increasing supply will moderate the price rise. In some 
instances, small price rise would serve the valid pur- 
pose of increasing output of needed materials by 
marginal producers. If we wish to make absolutely 


sure that prices will stay within desirable bounds, the 
soundest method would be to finance a much increased 
proportion of the armament spending out of taxation. 
Simply as prudent fiscal policy, a good argument can be 
made out for this approach—but presently indicated price 
tendencies do not in themselves demand it. 

To be really effective, outright government price-fixing 
would have to be as thorough as that of totalitarian Ger- 
many but this would not be acceptable in a democracy. 
Controls acceptable to a democracy have never proved 
as effective as their sponsors anticipated. Fortunately 
the question is largely academic. We have a major pro- 
duction problem on our hands but it is unlikely to set 
up an equally imposing price problem. 


FREE SPEECH ... You would think that the right of 
free speech, explicitly guaranteed by the Constitution of 
the United States, applied to all individuals, including 
employers of labor. But with a cautious eye focused on 
the Labor Board, employers heretofore have not been 
able to take this for granted. You see, with this Labor 
Board, even if you win, you lose. That is, if you have 
to hire some lawyers to guide you through a Board pro- 
ceeding and then through the Federal courts, it’s bound 
to cost you a pretty penny. 

So most business men have been leery about voicing 
their views on union matters to their employees. It is a 
matter of record, for instance, that one employer declined 
to discuss his side of a union dispute with the press be- 
cause of fear of getting entangled with the Labor Board. 
Others have declined to answer even factual questions 
asked by employees concerning union matters. 

While we hold no brief for the Ford Motor Company 
or its general attitude toward unions, it has been entirely 
correct in insisting upon its right to express its views 
freely and fully to its employees. In its proceeding 
against Ford the Labor Board has contended that the 
right of free speech was qualified, rather than absolute. 
Thus, as administered by the Board, the Wagner Act 
collides with the Constitutional guaranty and, in the 
opinion of the Board. supersedes it. 

As should not be particularly surprising, the Federal 
Circuit Court of Appeals at Cincinnati has now ruled 
against the Board and for Ford on this particular issue, 
holding that “freedom of speech guaranteed without ex- 
ception to all is the more fundamental right here in- 
volved.” There remains the final review by the Supreme 
Court. If it holds with the Circuit Court of Appeals, 
employers in future can feel secure in saying what they 
think provided they do not resort to coercive threat or 
action. In the present world any victory for free speech 
is worth noting on the record. 


THE MARKET PROSPECT .. . Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 8. The counsel 
embodied in this feature should be considered in con- 
nection with all investment suggestions elsewhere in 
this issue. 

Monday, October 14, 1940. 
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BY CHARLES BENEDICT 


PLOT AND COUNTERPLOT 


. a battle Germany makes her way through 
the Balkans to the Black Sea—and oil! 

When King Carol fell the Nazis won the first lap for 
control of strategic Rumania And now with the occu- 
pation about complete, there falls into German hands 
a prize of great magnitude—the gateway to the Near 
East. No wonder Stalin remains silent. 

For the first time since Czechoslovakia the Nazis take 
over without firing a shot. They are assured an essen- 
tial supply of oil—most ideally located on this strategic 
springboard to the East. 

Up North, Englishmen are risking their lives to destroy 
Germany’s stock of oil. In Rumania, Englishmen failed 
to destroy the English-owned oil wells before 
the Germans moved in. 

While Englishmen are fighting for their very 
existence and for the preservation of their homes 
and liberties, it would seem that other English- 
men whose interests encircle the globe are still 
intriguing and bargaining to maintain their per- 
sonal power and wealth. 

“Appeasement” has cost the English people 
heavily in blood and untold riches. Yet there 
are those who still cling to it if we are to judge 
by the implications of scandalous neglect in 
Churchill’s reference to Dakar in his speech be- 
fore the House of Commons on October 8th. 

It seems that the great mistake was in having 
sent Sir Samuel Hoare, notorious appeaser, as 
British Ambassador to Spain. 

Apparently, the ruling clique—represented by 
Chamberlain—have learned nothing from their 
experiences. Blinded by self-interest, they per- 
sist in “deals” to perpetuate their control—con- 
tinuing the course that has been so detrimental 
to the interests of the British people and the 
Empire. Stubborn and self-willed, they possess 
a dictator complex comparable in every way to 
that of Hitler, Mussolini or Stalin. 

Evidence that a shakeup is brewing behind the 
scenes is to be had in the significant statement 
by Minister of Labor Ernest Bevin in London 
on October 9th. The Labor Leader, looked upon 
as the likely choice for Prime Minister after the 
war, said that for the first time a “very close 
liaison” has been established between the Labor 
Ministry and the British Foreign Office. “The 


Wide 


orld Phau. 
The Strand in London is now marked by bomb craters, but Hitler's 
picture has yet to be taken in Buckingham Palace, and New York 


object of that.” he said, “is to get the whole diplomatic 
service to realize they move in a new environment and to 
recognize the limited court circular society of the chan- 
celleries never will return.” 


Conservative Party vs. Churchill 


When Churchill came to power it was with the grudg- 
ing consent of the conservative party. Chamberlain 
retained his place as a member of the government and 
other important posts remained in Tory hands. 

Sir Samuel Hoare who would not have been accept- 
able to the British people in (Please turn to page 62) 





skyscrapers are still out of his reach. 








The Market for the Next Fortnight 


We do not expect recent highs in the averages to be sig- 


nificantly bettered over the near term; and we therefore 


adhere to a generally cautious policy, although a few 


“special situation" groups invite speculative consideration. 


BY A. T. MILLER 


— times over the past five weeks the market has 
backed down from the resistance level denoted by 134- 
135, Dow-Jones industrial average. None of these 
minor trend reactions has exceeded 7 points. Whether 
the most recent one amounts to something more before 
it is over or not, we do not attach any significance to 
the mild improvement in tone which developed in the 
final trading session last week and which is being main- 
tained as this is written. 

The market has now been in an intermediate upward 
trend for approximately four months, with the rank and 
file of equities lagging well behind leader type indus- 
trials. Retreat from recent average highs is not the 
only evidence that the intermediate advance has lost 
vitality. Volume indications also show it. 

Whether what lies ahead is a phase of desultory and 
rather narrow trading range fluctuation or a set back 
deeper than any recently seen, it is pertinent to pose 
the question: Is there adequate basis for advance mate- 
rially above recent average highs? 

Normally the chief element in a rising stock market 
is rising business activity and earning power. And nor- 
mally the market runs ahead of a favorable business 
and earnings trend, discounting a promising or hopeful 
future. But there is, of course, nothing normal about 
our present situation. 

The existence of a business boom has been obvious to 
all for some time; and there is scant reason to suppose 
that the market can in future discount something which 
has already happened. Since so many industries are 
near capacity, additional business expansion at best 
could be only relatively modest as compared with the 
rise already experienced. The conclusion is inescapable, 
we think, that any worth while advance in the market 
averages can only come about when and if investors and 
speculators become sufficiently confident to place a higher 
valuation on existing business volume and earning power. 

There are many valid reasons—heavy taxation and 
uncertainty as to future tax changes ranking high among 
them—why war and armament earnings should command 
a substantially lower price-earnings ratio in the market 


than peace time earnings. Because the imponderables 
play such a major role in this matter there is, unfor- 
tunately, no method by which we can determine even 
roughly what minimum and maximum price-earnings 
ratios should be in a war and armament economy. The 
experience of the World War period is of very limited 
help and the fact that price-earnings ratios today are 
generally much higher than in that period proves noth- 
ing one way or the other. 

Common stocks are much more widely accepted for 
investment portfolios today than was the case a quar- 
ter of a century ago. Again, because the “going wages” 
of money, as reflected in interest rates and return on 
first quality bonds, are so much lower than formerly, 
secure dividend return is worth a substantially higher 
price than it was worth twenty-five years ago. Against 
both of these considerations is the fact that the possible 
economic, social and political implications of this war 
have to be accepted by intelligent investors as far more 
sobering than those presented by the first World War. 

Certainly for the near term we are unable to see any 
basis for significant rise in existing price-earnings ratios. 
The war clouds are still very dense. Although the Jap- 
anese bluff in the Orient has been very largely deflated 
and fear of invasion of England before next spring at 
the earliest has virtually been eliminated from our con- 
siderations, the fate of the British Empire still hangs in 
the balance and our precise role in future world events 
is still unclarified. 

We do not know how much damage German bombing 
is doing to English industrial facilities, but the increas- 
ingly urgent pressure upon us to step up production of 
war goods for the British—especially bombers—is a re- 
minder that the English position is still very serious, even 
if something better than imminently desperate. The 
mass bombings of English cities will continue and recent 
developments indicate a simultaneous major Axis drive 
this autumn and winter against none too strongly held 
British positions in and adjacent to the eastern Medi- 
terranean. Near term developments and_ possibilities 
in this campaign of the war can hardly be regarded as 
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other than a restraining market influence, in our opinion. 

Finally, the uncertainties of a hard-fought national 
political campaign must be reckoned with and especially 
so in the season immediately ahead. 

Putting all of this together, we believe the odds are 
against near term advance. If that is so, the alterna- 
tives, of course, are sidewise drift in a trading rut or more 
reaction. Either way, we do not recommend purchases 
of common stocks—for the objective of appreciation— 
at the present time. 

Yet with a business boom guaranteed and with wide 
variations in the impact of higher taxes upon different 
types of securities, it is improbable that complete spec- 
ulative defeatism can prevail. The industrial average— 








indeed, any index of a limited number of equities—does 
not by any means tell the whole story. Often in periods 
when the industrial average is going no place in par- 
ticular discriminating speculation finds outlet in “special 
situation” issues or groups. 

Four groups of securities—steel preferred shares, sec- 
ond grade rail bonds, New York city bank stocks and 
Canadian gold mining shares—are cited in a discussion 
on page 39 as examples of issues affected by special in- 
fluences largely unrelated to general trend of equities. 
To these might be added the air transport stocks, fa- 
vored by a dynamic growth which is unrelated to war 
and with nothing to fear from excess profits taxes be- 
cause of special exemption. _—Monday, October 14. 
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Government Po 


If Roosevelt Wins 


BY E. 


a drastic changes in major government policies are 
to be expected in the next few months, regardless of 
whether the Democrats or the Republicans win the 
election. That is, few changes in the policies that can 
be written down on paper in broad terms. 

The Republicans are campaigning on the basis of 
following the general outlines of the Administration’s 
foreign policy and continuing most of the New Deal 
social reforms, while the Democrats are campaigning on 
their record, making neither promises nor concessions. 
The presumption is that whoever is in the White House, 
Congress will be rather evenly divided and so will serve 
as a check against a radical swing in any direction. 
So if Roosevelt wins we will have a little more of the 
same, and if Willkie wins we will have a little less of 
the same. 

But the important differences between the candidates 
and the important issues in the campaign are not the 
printed platforms and specific policies, but rather the 
underlying and less definable theories of government, 
attitudes toward business, and methods of administra- 
tion. In these fields Willkie promises a big change. 
Roosevelt would continue the theories, attitudes and 
methods of the last eight years. 

Foremost in government policies are foreign affairs 
and defense program. Broadly speaking, Roosevelt and 
Willkie are taking the same tack on both, but there are 
important differences in methods and approach. 

Foreign. Willkie is not an appeaser, opposition poli- 
ticians to the contrary notwithstanding. He will con- 
tinue all possible aid to Britain short of war, and to all 
countries fighting aggression. He will not compromise 
with Germany if Britain is defeated. If this policy leads 
the country to war, Willkie will fight, but he will post- 
pone entry longer than Roosevelt will. Isolationist 
Republicans in Congress may put a slight brake on our 
foreign policy under Willkie, but in the long run they 
will be no more effective than isolationist Democrats 


If Willkie Wins 


under Roosevelt. While there will be no hiatus in 
foreign policy under Willkie, there will be a brief period 
without new developments while he takes stock of the 
situation and substitutes seasoned diplomats for cam- 
paign contributors at foreign posts. He will not threaten 
foreign nations nor get maneuvered to the point of war 
until our armed forces are ready to back up his diplo- 
macy. Policy in Asia probably will be about the same 
under either Roosevelt or Willkie. Likewise in South 
America, though Willkie will be slower in making loans 
there. 

Defense. The defense program, as it is on paper, will 
continue under either candidate. Willkie will re-examine 
it and define its objectives without halting what has 
been started. He will enlarge the powers of the Defense 
Commission, give it a chairman, and coordinate efforts 
now being dissipated in various directions; he will keep 
defense free from entanglement in social reforms and 
pressure politics; will pick executives experienced in the 
problems assigned to them; and will inspire confidence 
in business. All this will help speed the defense program 
if only through improvement in morale. Roosevelt will 
continue to head the defense program personally. He 
will keep some business executives in key positions 
but will listen more to social reformers and those who 
want to hook their own programs on the tail of the 
defense kite. The nation will achieve defense under 
Roosevelt but the program will not reach the highest 
possible speed and efficiency because of the constant 
interference of those of his advisers who do not under- 
stand business methods. 

Budget. Roosevelt will continue heavy spending, 
much of it in lump sums controlled by himself, under 
philosophy that deficit spending is a good in itself, 
priming the business pump and redistributing wealth, 
and that in some way this will eventually raise the 
national income so that the debt ratio will not be burden- 
some. This means more subsidies to various groups, 
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continued lower interest rates, banks still further stuffed 
vith government bonds, and eventual inflation. Willkie 
will not balance the budget at once, not in four years 
if the defense program keeps growing, but he will stop 
the policy of spending for its own sake, will cut down 
subsidies, will make huge savings through economy and 
dimination of bureaucratic deadwood, and will eliminate 
trick bookkeeping and blank-check appropriations. This 
will greatly lessen the danger of inflation and have a 
tendency to raise interest rates somewhat and provide 
more opportunities for investment in productive enter- 
prises. 

Taxes. Roosevelt will continue his policy and that 
of his fiscal advisers of using tax laws as a vehicle for 
social reform, for redistributing wealth, and for penaliz- 
ing bigness and success in busi- 
ness. The undistributed  cor- 
poration profits tax will be 
revived, there will be further 
taxes On consumption, and the 
excess profits tax act will be 
changed to include the things 
the Treasury wanted in this 
time but were forced out by 
business opposition reflected in 
Congress. Willkie will raise 
taxes somewhat also, but will put 
through a scientific reorganiza- 
tion of the revenue laws, mini- 
mizing hidden and consumption 
taxes, recognizing principle of 
ability to pay, and avoiding 
taxes which destroy their source. 
He is pledged not to use tax 
laws for reform purposes. 

Labor. Roosevelt will continue all labor 
laws and policies, will resist changes in the 
Wagner act or its administration, will 
reappoint Madden as chairman of NLRB, 
will enlarge the Walsh-Healey act and pre- 
vent government contracts from going to 
companies with labor troubles, and _ will 
continue to ignore union domination by 
communists and racketeers.: Willkie will 
continue collective bargainjng principle 
but will improve NLRB administration 
through change in personnel if possible or 
through moderate amendments to Wagner act. He will 
retain the wage-hour law but. permit legislation remov- 
ing some of its admitted difficulties. He will give organ- 
ized—and unorganized—labor recognition in formulating 
government policies but will not permit the former to 
dictate policies, and will encourage unions to stop their 
feuding and weed out subversive elements and parasites. 

Unemployment. Roosevelt will continue federal 
relief and made work on present basis and at current 
costs. Willkie will adopt policies toward business which 
will stimulate private employment. He will continue 
federal appropriations for relief where absolutely neces- 
sary but will reduce the cost greatly by making local 
authorities responsible for administration and part of 
the cost, eliminating political influences, boondoggling, 
wastefulness, and social reform. Unemployment relief 
will be treated as a temporary evil rather than as a 
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permanent and desirable social program. The needy will 
not starve but there will be no more careers on relief. 

Agriculture. Roosevelt will continue heavy spending 
to curtail production, subsidize credit, and keep rest of 
many-sided and expensive program going, including 
increasing amount of federal domination. Willkie will 
not make much change, if any, immediately, but will 
work toward elimination of political influence in the 
farm program, balancing production with domestic re- 


_ quirements, reduction in cost, and a two-price system, 


but will lay most stress on belief that increased indus- 
trial activity under his administration will restore farm 
parity without subsidy. 

Tariff. Roosevelt will make more reciprocal trade 
agreements on the pattern of present ones. Willkie will 
keep the law but revise the procedure to pro- 
vide more publicity as to negotiations, retain 
more protection for agriculture and other 
domestic industries, seek greater concessions 
abroad, and confine benefits to nations who 
give concessions rather than generalizing 
them to all. 

Social Security. Benefit payments will 
continue under either candidate, but Willkie 
will revise unemployment compensation sec- 
tion to reduce costs, stabilize employment, 
and confine payments to persons seeking 
work. Old age section will be changed to pay- 
as-we-go basis, eliminating huge 
reserve fund and reducing taxes. 

Recovery. Roosevelt will de- 
pend on federal spending to 
bring recovery. Wilkie will seek 
recovery through federal econ- 
omy and government policies 
encouraging business to expand. 

Reform. Roosevelt will press 
for rapid expansion of the New 
Deal social reform program. 
Willkie will retain accomplished 
reforms and attempt to iron out 
their kinks and get the nation 
adjusted to them before encour- 
aging further experimentation. 

Business Regulation. Roose- 
sevelt will expand federal con- 
trol of business. Willkie will 
retain present controls in general but make them less 
harsh and burdensome, placing administration in more 
sympathetic hands, and will not use anti-trust enforce- 
ment or regulatory laws as a cloak for reform or persecu- 
tion. 

Federal Administration. No change under Roose- 
velt; brain trust will remain, bureaucracy will expand, 
Congress will continue to be regarded by him as a rub- 
ber stamp. Willkie will bring in new set of Cabinet 


officers and lesser advisers, will curb bureaucratic 
power with the Walter-Logan bill, and will restore 


balance between legislative, executive, and judicial 
powers. 

Utilities. Roosevelt will continue to treat public 
utilities as public enemies, will crowd expansion of pub- 
lic ownership, and break up big utility systems. Willkie 


will continue SEC regulation but lighten enforcement 








of “death sentence,” continue cooperative rural electrifi- 
cation, confine federal power projects to those which 
private industry cannot handle adequately, and foster 
local option on public or private power. To conserve 
the Federal credit during the period when huge expendi- 
tures for national defense will be unavoidable, he would 
oppose major new Federal power ventures. 

Railroads. President Roosevelt, who promised to do 
much about the railroad problem in his 1932 campaign 
speeches, has been notably apathetic to rail legislation. 
Willkie would be more sympathetic to the carriers and 
to any demonstrably helpful legislation which did not 
conflict with the national interest. 

Monopoly. No President will ever favor “monopoly” 
but this much-abused word means, in terms of anti-trust 
suits, about what the administration in power wants it 
to mean. Willkie would make much less of a political 
issue out of the subject; Trust-Buster Thurman Arnold 
would promptly go back to teaching law; administration 
of the anti-trust statutes would be in general more 
friendly, less punitive. Roosevelt would continue the 
present line of attack. 

Gold. Our gold-buying policy and the general ques- 
tion of Federal “credit management” have, of course, 
not figured in the campaign for nothing could have less 
political sex appeal. In putting major emphasis on 
encouragement of private investment and business initia- 
tive, Willkie presumably would put less faith in cheap 
money and control of interest rates as economic stimu- 





lants. As a practical matter, however, the Government 
will have to continue borrowing heavily for a long time; 
and the gold picture cannot change until after the war 
in any event. Therefore, whether it’s Willkie or Roose. 
velt, major change in gold policy or credit policy cannot 
be expected. 

Congress. If Willkie is elected, he will face the cer. (i 
tainty that at least for two years the Democrats wil] [ 
have a clear majority in the Senate. If Roosevelt is 7 
elected the chances, at this writing, appear very strong i 
that he will be confronted by either a Republican | 
majority in the House or by a bloc of Republicans and | 
anti-New Deal Democrats sufficiently strong to exercise | 
a veto power on legislation. Neither Willkie nor Roose. | 
velt would have a rubber-stamp Congress. 

Summary. The forces at loose in this world are far 
more powerful than any individual, whether he be Pres- 
ident, Premier or Fuehrer. We shall have to spend 
unprecedented sums for armaments. We may possibly 
find ourselves directly involved in war. We may pos- 
sibly be confronted with a destruction of Britain’s power 
to resist. Under these circumstances what either candi- 
date promises can be taken as little more than a good 
intention—an expression of what he would like to do. 

As long as this crisis lasts, the tendency inevitably must | 
be toward more Government controls of our economy, | 
more spending, more State-ism. The difference between 
Willkie and Roosevelt, therefore, would be largely a 
matter of attitude and method. 

-J 1 















LATEST POLITICAL POLLS CONTRADICTORY 


One thing the approaching election is almost certain 
to accomplish is the elimination of one or more of the 
numerous “polls” that claim to have the ideal method 
of telling in advance how the vote will go. Some of them, 
this time, must be far wrong. 

For example, the latest Gallup survey shows the Demo- 
crats leading in 42 states with 499 electoral votes and the 
Republicans ahead in 6 states with 32 electoral votes. 
Released within a few days of these findings was the Dunn 
Survey, indicating a minimum of 27 states with 334 elec- 
toral votes to be won by Mr. Willkie. 

The Gallup poll does not claim complete accuracy. Its 
average margin of error has been in the neighborhood of 
four per cent from all causes combined, including the rel- 
atively small size of the samples used to read the inten- 
tions of the electorate as a whole. Taking the states in 
which the Democratic advantage is 52 to 48 or less— 
New York, Michigan, Massachusetts, lowa, New Hamp- 
shire and Indiana—a total of 112 electoral votes is thus 
on the borderline. Since 266 votes are required to elect 
this would still leave Willkie 122 votes short. To attain 
a majority he would have to get all states which are now 
shown as leaning toward Roosevelt by margins of 55 to 
45 or less, and that would include such powerful electoral 
votes as those of Illinois, Ohio, Pennsylvania and New 
Jersey. 

Every single one of the states mentioned as at all near 
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the borderline in the Gallup poll is given to Willkie in the 
or 


Dunn Survey. Even California, on which figures are 


not complete, is indicated as leaning toward the Repub- Axi 
lican side, although other guides including the betting — ™* 
odds call California Democratic in this election. This  ' 

eve 


Survey was correct in 44 states in the 1936 election, so 
must be credited with some excuse for findings so differ- 
ent from those of the Gallup poll. 

Betting odds still hover around 2 to 1 in favor of a 
third term. However, the odds are always prejudiced in 
favor of the titleholder; just after the convention in 1932 
Hoover was the favorite. 

The frankest statement of the present case was made 
in the report of a survey by Fortune. Pointing out that an 
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Willkie could gather in 328 electoral votes or 62 more def 
than needed for election if he retained all his sure states tha 
and took the ones still doubtful, the survey admitted the lan 
possibility of a defeat for him as decisive as Landon’s if pei 
he lost all the close decisions. In other words, the trend | sel 
is still the vital thing in the sections which will decide oe 
this election. In early summer it favored the Republi- tio 
cans, then Democratic strength made sharp gains, and pa 
now, as the backstretch nears, the whole campaign teeters the 
with the developments in the news. It can still break in the 
either direction to the confusion of the public opinion are 
polls which tend to measure the past rather than the 
future state of mind. up 
fro 
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The Economic Prizes of War 


The Stakes Have Changed Temporarily From the Destruction 


of England to the Oil, 


Gold, Copper and Food Less 


Ably Defended — and Essentially More Valuable to the Axis 


BY JOHN LLOYD 


Bex winter weather that once enforced an annual pause 
in military campaigns is now an open invitation to Ger- 
many and Italy to shift their efforts southward. Con- 
quest of England has been proven difficult if not im- 
possible and would almost certainly need the help of 
calm seas and clear skies. But to wait until next year 
for them would be weak strategy on the part of the 
Axis, for they are very slowly being starved for the raw 
materials of war by the blockade, while American help 
to England increases. The Axis must do something, 
even if it is only a gesture to satisfy the public that 
progress is being made, or a feint to pull the British off 
balance. One of the simplest and surest predictions so 
far possible in this whole war is that the Mediterranean 
and the Near East, Africa or even the Far East, are 
going to be the key spots on the map for the next few 
months. 

These are actually far richer prizes than England in 
an economic sense, and they are presumably not so well 
defended; their capture would be less costly. It is true 
that to break the back of London and industrial Eng- 
land would be the checkmate to end the war on Euro- 
pean soil, but Germany and Italy might still find them- 
selves blockaded—and exhausted. Having gained little 
in the way of needed raw materials in England, in addi- 
tion to some thoroughly bombed factories. the Axis 
partners would have still ahead the task of collecting 
the real loot of the war—the territories that would supply 
them with the oil, food, gold and copper for which they 
are in the last analysis fighting. 

Berlin and Rome are reported to have agreed already 
upon a division of the spoils—all of northern Africa 
from Gibraltar to Suez and down the Red Sea to be 
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Italy's, and the rest of the continent Germany's. Japan 
will have to trust her partners’ table manners to leave 
her in control of French Indo-China, Thailand, the 
Netherlands Indies and any other British or American 
possessions she can get. When and if the maps are 
redrawn according to Axis plans the world will be a 
really new one in which the United States will have to 
flounder considerably to get her bearings. 

One of the first concepts to require revision if the 
Axis should succeed in a drive to the south and east 
is that of industrial Europe leaning on North and South 
America for its food and raw materials. Most European 
countries have long been building up their agricultural 
production and a determined drive is doubtless on the 
plans to put fertile African soil to use as a_ principal 
auxiliary. It is not generally appreciated that the Sahara 
is only part of the dark continent, that millions of 
acres there are ready to bear almost every known crop. 
By subsidizing production in Africa, Europe could make 
the competition to supply her needs so intense that the 
United States and South America could never again 
hope to set fair prices upon their export crops. The 
wheat and cotton farmer would be up against native 
labor, practically slave labor, which would insure rock 
bottom prices for the agricultural products Europe must 
buy. 

All this would take time, of course, but there are more 
immediate inducements to move the fighting southward. 
For instance, that most important munition of war, gold. 
Over one-third of the world’s supply comes from South 
Africa, where four out of every five men employed work 
in the production of the yellow metal. The Germans 
and the Italians have mixed their signals in their feeble 
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efforts to convince the rest of the world that they do 
not need gold. If they had greater supplies of it there 
is little doubt that Britain would have run into more 
trouble with native uprisings in her Empire. Gold is 
the prime instigator, the proselyter without peer, and 
the motive back of most treason. Germany would be 
glad, if she could, to sell us planes or tanks in exchange 
for some of our apparently despised gold. 

The population of South Africa, it seems safe to say, 
is more vulnerable to possible fifth column activities 
than were those of Belgium, Holland, France or Finland. 
There is a constant question as to whether the 2,000,000 
Europeans out of a total population of 10,000,000 in the 
Dominion will continue their nominal partnership with 
the Empire in the war. General Smuts has so far kept 
the opposition from interfering in any serious way, but 
the division of opinion creates opportunities for German 
trouble-making, even with the British navy standing 
ready to help keep the Union in line. 

If Germany could get a foothold in South Africa, she 
would gain gold resources of tremendous importance, 
even if it accomplished no more than to keep them out 
of the hands of England. The Transvaal alone (one 
province out of four) produced 1,200,000 fine ounces 
of gold in August, which sets a new record and at the 
$35 price is at a rate worth over half a billion dollars 
annually. She would also acquire one of the great dia- 
mond-producing regions of the world, together with sub- 
stantial resources of coal, copper, tin, iron, lead, man- 
ganese, chrome and platinum. But whether Germany or 
England controls South African gold is hardly likely to 
make much difference to American producers. 

If South Africa were to fall as a prize of war, Rhodesia 
and the Belgian Congo would doubtless follow. These 
territories are third in world output of copper, exceeded 
only by the United States and Chile; the Belgian Congo 
is outranked only by South Africa as a diamond producer. 
Over 90 per cent of the world’s supplies of radium for- 
merly came from Belgian refineries supplied by the 
Congo. Gold, tin, cobalt and silver are also available. 

The immediate effect of a German conquest of middle 
Africa, provided the war were still going on, would be 
to force England to the Western hemisphere for copper 
supplies. Germany and Italy might not be able to get 
the metal through to their own countries, but they 
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would shift world buying very considerably. The 
longer term outcome, regardless of who controls 
African copper, is almost certain to be an in. 
crease in production which will hurt the market 
for the Americas. With General de Gaulle al- 
ready in French Equatorial Africa, and “Free 
French” forces consolidating large parts of the 
continent, control of Dakar and a few other cities 
by Vichy is of little importance. 

These territories which we think of as hope- 
less jungle will some day be highly developed 
agricultural regions. If Germany and Italy get 
their hands on them, they will be forced by their 
lack of buying power in the western hemisphere 
to make unusual efforts to hurry the process. 
If England retains control she can afford to let 
things go along much as she has in other parts 
of the Empire and the balance between Europe 
and Africa to the exclusion of the Americas 
will be slower in coming. 

The Italians are already on the march into Egypt. 
apparently finding the going hard. The motive of this 
attack is primarily strategic and directed at control of 
the Mediterranean through Suez, but Egypt as an 
economic prize is not to be underrated. She produces 
only 4 per cent of the world’s cotton, yet it is by far 
the best and suited to purposes for which other cotton 
is useless. Sugar, rice, wheat, onions and eggs can he 
obtained from Egypt in increasing quantities if an in- 
tensive effort is made to step up her production. In 
addition, it is not generally known that Egypt is already 
producing oil in substantial and increasing quantities. 

Mastery of this part of the Mediterranean would be 
the key to the oil pipelines from Iran and Iraq through 
Svria and Trans-Jordan. Petroleum output of Iran is 
exceeded only by that of the United States, Russia and 
Venezuela, and Iraq is also high on the list of producers, 
with both regions gaining rapidly in relative importance. 
Capture of these prizes would solve one of the knottiest 
problems facing the Axis, provided, of course, they were 
able to transport the oil across the Mediterranean. 


Oil from This Hemisphere 


Should this happen, with England still fighting, she 
would turn to Venezuela or the United States in greater 
part for her oil supplies. In fact. al- 
though Venezuela has a slight edge 
as a prospective supplier of crude 
under such circumstances, there is 
a good chance that American re- 
fined products like aviation gasoline 
would flow across the Atlantic in 
greatly augmented stream. 

American capital is heavily engaged in 
the Near Eastern oil fields and would suffer as 
it has in Rumania if present German thrusts by 
land and Italian naval operations should reach such a 
goal. It would be only partial recompense to these same 
companies (in many instances) if the loss of their proper- 
ties in Iran, Iraq and Saudi Arabia should result in- 
directly in increasing their sales from American or South 
American fields. 

While British seapower remains intact, not a great 
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deal of apprehension is felt concerning southern Africa 
or the Near East. This might conceivably be a short- 
sighted attitude. A determined body of men with full 
mechanical equipment and airplane communications, if 
once established on shore, can resist extremely heavy 
attacks from warships. With their planes and a few 
submarines they can even make it too dangerous for a 
naval force to stay close enough to attack. The recent 
attempt of the British to take Dakar was not a fair 
test—Great Britain was not prepared to use all her 
strength, nor were the defending forces equipped as com- 
pletely as they might have been—but it showed that 
while a navy is still useful against a navy it has new 
limitations in any clash with land defenses. 

Fortunately, the same thing is true in the case of 
Japan’s aspirations toward the Netherlands East Indies. 
Nothing so simple as the squeeze into French Indo-China 
can be expected. Indo-China has not been defended 
with resolution because of the lack of preparations and 
of leadership, and also because the region is not so rich 
a prize as the Indies. Its rice, rubber, fish, coal, pepper, 
cattle, hides, corn, zine and tin are available in small 
quantities, to be increased only with years of exploita- 
tion. The materials Japan wants are elsewhere, with 
Indo-China and even Thailand (Siam) important mainly 
as strategic steps into China or southward. 

The Netherlands East Indies remain the fabulous 
storehouses of valuables they have always been. In addi- 
tion to their sugar, coffee, tea, cocoa, indigo, spices, 
chinchona, tobacco and copra, their oil wells are among 
the most productive in the world, and their tin and rub- 
ber are of vital importance to the United States. Indi- 
vidual American companies have rubber plantations in 
this region, as shown in the accompanying table, but 
the question of supply to this country is far broader 
than that of the risks assumed by American capital. 
Steps on the part of the Government to acquire stocks 
of tin and rubber have succeeded in easing the problem 
to some extent already. In addition, plants are being 
erected in the United States for the smelting of Bolivian 
tin ores and preparations are 
being made to go into volume 
production of rubber substi- 
tutes. Yet despite greater pro- 
gress than ever before made in 
the direction of independence 
from Netherlands Indies raw 
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American Companies With Interests in 
Newly Threatened Areas 


American Metal . . . South African holdings include Roan 
Antelope Copper Mines and, through Rhodesian Selec- 
tion Trust, Mufulira Copper. 


Firestone Tire & Rubber . . . One million acres leased 
in Liberia on the western coast of Africa for rubber 
plantations. 

Goodyear Tire & Rubber . . . Plantations in Sumatra 
and elsewhere in threatened regions. 

Gulf Oil . . . Owns a 50 per cent interest in oil concession 
on the Persian Gulf. 

Newmont Mining . . . Interests in various South African 
mines. 

Socony-Vacuum . . . One-half interest in Near East De- 
velopment Corp., which shares in oil developments and 
exploration in Iraq. 

Standard Oil of California . . . Large interests in Saudi 
Arabia, Bahrein Island on the Persian Gulf, Java and 
Sumatra. 

Standard Oil (New Jersey) . . . Considerable acreage 
in Rumania, affiliates operating in Iraq and the Far 
East, pipe line in South Africa. 

Texas Corp. .. . One-half interest in Bahrein Island devel- 
opment, and the same in Arabian concession. 

U. S. Rubber . . . 132,000 acres of rubber plantations op- 


erated in Sumatra and Malaya. 





materials, the situation is still critical for U.S. industry. 

The reassuring element here is not the prize—that is 
too rich for Japan to ignore. It is the cost of a venture 
down to the Indies, with the British and American 
fleets to be feared, both possibly based on Singapore; 
and it is the virtual certainty that any Japanese invad- 
ers would find the oil wells thoroughly out of commission 
in case they were successful in subduing the 
islands. Oil is Japan’s principal immediate need, 
and the surest way to keep it flowing into her 
ships and planes is to refrain from fighting for it. 

Thus, the richest prize of all is likely to be 
one of the last reached for. But as reassurance 
for the United States this is unsatisfactory, for 
with any general melee in the Far East, whether 
involving the Russians and ourselves or not, the 
advantages to Japan in holding off an attack 
on the Indies would vanish. Then this country 
would be hard put to it to get along with auxiliary 
tin and rubber supplies, the tire companies would 
probably have to raise prices or even be put 
under rationing regulations, and substitutes for 
the tin can would undoubtedly be called into use. 

The relative probabilities are fairly clear. 
Egypt and Suez are already under attack by 
the Italians, while at the same time Algeria and 
Tunisia are scenes of constant moral erosion 
with their eventual fate unsettled. While Italy 
pushes from Libya eastward along the southern 
shore of the Mediterranean toward the Near 
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New Tax Law Effects on Investors 


Many Railroad, Public Utility and Steel 
Companies Affected Little or None 


BY M.L. SEIDMAN, C. P.A. 


Tax Consultant 


Deis values rise or fall with earnings. And it is 
net earnings—after all taxes—that count. What inter- 
ets the stockholder is how much is left of the earnings 
after Uncle Sam gets his cut. That’s where the new ex- 
cess profits tax may hurt. For, added to other federal 
taxes on corporate income, the combined effect at top 


aire very long. 


always a stiff state income tax in addition. 

But, stated in general terms, it is not very difficult 
to understand this new tax. To begin with, it applies 
against corporations only, not to individuals or partner- 





For the individual federal income tax | 
on a million dollars is $717,583.60—and there is nearly | 


rates runs up as high as 67 per cent. 

What are excess profits? That 
is the first question Congress had 
to ask itself before it could tax 
them. Are they profits over a given 
norm? If so, then what are normal 
earnings for any particular cor- 
poration? If a rate of return on 
capital is to be the criterion, then 
what is that rate of return? And, 
indeed, what is invested capital it- 
self, upon which a return is to be 
earned? 

The mere mention of these im- 
ponderables should in itself go a 
long way to explain why there had 
to be so much wrangling over the 
provisions of this bill. The finished 
product gives every evidence that 
Congress tried very hard to recon- 
cile the different points of view and 
to deal justly with the innumerable 
complications that are inherent in 
a law of this nature. But the result 
is, to say the least, a Frankenstein 
of tax legislation. It is without 
doubt one of the most intricate 
pieces of tax legislation that this 
or any other hard-working Con- 





In Congress defenders of the new 
Federal tax law are apologetic rather 
than enthusiastic; and critics mince no 
words. 

Apology: "It was the best we could 
do under the circumstances." 

Criticism by Senator George, 
Democrat: "This arrangement of the 
excess profits upon a mere dollar 
bracket basis is one of the most un- 
sound, one of the most inequitable 
and one of the most indefensible pro- 
visions that ever was written into a 
harsh bill such as the Excess-Profits 
Tax Bill, and it was done for the sole 
purpose of taxing bigness according 
to somebody's idea of bigness, with- 
out any possible consideration of how 
the burden falls upon the individual 
owner of a stock which must be made 
less valuable and less productive un- 
der such a crude arrangement as this." 

Outlook: A new and more thorough 
Federal tax revision next year, studies 
already being under way. 





ships. The average earnings of the 
four-year period, 1936-1939 was 
adopted as the yardstick with 
which to measure normal earnings. 


In the alternative, an invested capi- | 


tal method with an 8 per cent ex- 
emption is provided for. For good 
luck, there is also an increase in the 
normal tax; so that the thing now 
works out about as follows: 

First, there is the regular income 
tax. Then, there is the old excess 
profits tax which is still in effect 
but now called the “declared-value 
excess-profits tax”; and, finally, 
there is this new excess profits tax. 
The regular income tax applies to 
all taxable income, whether “‘ex- 
cess” or not. The rates, taking into 
consideration earlier increases this 
year, run from 14.85 per cent to 
18.70 per cent for corporations 
whose income for the year is less 
than $25,000. When the income is 
over $25,000, the rate has now been 
increased to 24 per cent. The old 
excess profits tax ranges from 6.6 
per cent to 13.2 per cent, depending 
on how high the earnings go over 








gress has ever ground out of its legislative mill. 
One of the avowed purposes of this law as expressed 
by President Roosevelt in his original recommendations 
for its enactment was to provide against a new group of 
war millionaires. That’s why Representative Treadway 
remarked upon the passage of the law: “Any man who 
says he can explain this bill exactly probably would be- 
come a millionaire overnight.” He might have added, 
however, that such a person would not remain a million- 
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the value declared by the corporation for its capital stock. 
And, finally, there is now this new excess profits tax 
which ranges from 25 per cent to 50 per cent, depending 
upon the amount of excess earnings. 

The new tax is effective with the calendar vear 1940, 
or the fiscal year beginning in 1940 for those corporations 
not filing on a calendar year basis. In figuring the tax, 
a corporation may select the more favorable of the two 
ways for determining it. If the 1936-1939 earning basis 
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is used, then 95 per cent of the average profits of that 
period is treated as normal earnings, hence not subject 
to excess profits tax. Profits above that are taxed. The 
alternative method makes capital investment the con- 
trolling thing, and exempts an amount equal to 8 per cent 
of the capital. Under both methods, there is a flat addi- 
tional exemption of $5,000. 


Provision for New Ventures 


Corporations that first get started in 1940 can use only 
the capital investment method. A special computation 
applies to those that got started between 1936 and 1940. 
Corporations and their 95 per cent owned subsidiaries 
can, at their option, file consolidated returns. 

Under the earnings methods, if instead of profits in 
1936-1939 there were losses in any of the years, the re- 
sults of the best three years, divided by four are regarded 
as the average. In other words, one loss year, but only 
one, is figured as zero instead of as a negative quantity. 
While with the earnings method, the dominant factor is 
the amount of profits, capital investment also plays a 
part, in that a net increase in the investment during the 
year adds to the exemption by an amount equal to 8 per 
cent of the additional capital. A net decrease in the 
capital investment reduces the exemption by only 6 per 
cent of such decrease. 

Capital investment is of two kinds—equity capital 
and borrowed capital. All of the equity capital, but only 
one-half of the borrowed capital is considered as the capi- 
tal investment for the purpose of this tax. The equity 
capital is determined primarily by the amount of cash 
and property paid into the corporation, plus accumulated 
earnings and profits. Borrowed capital is the amount 
represented by any written promise to pay. It thus in- 
cludes not only bonded debt, but also mortgages, bank 
loans, trade debts. officers’ credit balances and other 
debts as evidenced by written instrument. 

Although initiated because of our defense program, the 
tax is not limited to profits arising from participation in 
that program. Nor does it apply merely because a com- 
pany makes such profits. Furthermore, the profits on 
which this tax is calculated may be altogether different 
from what constitutes taxable income for regular income 
tax purposes. One of the most important differences is 
that in determining excess profits, capital gains and losses, 
that is, gains or losses on the sale of securities or other 
capital assets held over eighteen months, are entirely dis- 
regarded. Also, the regular income tax is treated as a 
deduction. 

Dividends received by the corporation are not taxable 
at all, although 15 per cent of such amount is subject 
to the regular income tax. Since under the invested capi- 
tal method, one-half the borrowed capital is treated as 
part of the capital, one-half the interest paid on such 
capital is eliminated from the income deductions. All 
these adjustments apply both currently and to the earn- 
ings of 1936-1939. 

It is specifically provided that in the 1936-1939 years, 
no deduction need be made for losses from fire, theft, 
storm, or demolition or abandonment of property, or for 
AAA taxes repaid to customers, or for abnormal claims 
or judgments paid by the corporation, even though those 
items were allowed as deductions for income tax pur- 
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Corporation Income Tax Rates—1940 


Regular Income Tax 


Income under $25,090: Tax Rate 
First $5,000. . 14.85% 
Next $15,000 16.50% 
Next $5,000 18.70% 

Income Over $25,000. . 24.00% 

Declared Value Excess Profits Tax 

On the income greater than 10% but less than 15% 

of declared value of capital stock 6.6% 
On the income greater than 15% of declared value 
of capital stock 13.2% 
Excess Profits Tax 
Excess profits: 
First $20,000 25% 
Next $30,000 30% 
Next $50,000 35% 
Next $150,000... 40% 
Next $250,000 45% 
Over $500,000 50% 





poses. That, of course, is all to the good since it increases 
the income used as an excess profits tax credit for subse- 
quent years. 

The idea behind these adjustments is to apply the tax 
only to the regular recurring business income unaffected 
by outside windfalls or losses. Toward this end, provision 
is also made for cases where there is received in the cur- 
rent year income that is unusual in character or in 
amount, and is really applicable to past or future years. 
Income from long term contracts, or from research and 
patent work going back for more than a year, or realiza- 
tion on claims, or the result of changes in accounting 
method would fall in that class. In all such cases, the 
abnormal amount is taken out of the current income and 
thrown back or carried forward to the years to which 
they apply. Provision is also made for other abnormali- 
ties in income or capital investment. 

Specific provision is made for amortization of defense 
facilities, at the taxpayer’s option, over a period of five 
vears. The deduction is applicable not only for excess 
profits tax purposes, but for the regular corporate income 
tax as well. These facilities include land, buildings, ma- 
chinery, equipment, etc., completed or acquired after 
June 10, 1940, providing a certificate from the proper 
government authorities has been obtained, certifying 
them as defense facilities. 

Personal service corporations can be exempted from 
the excess profits tax, in which event, the shareholders 
are taxed for their pro-rata share of the corporate income. 
Generally speaking, a personal service corporation is one 
in which capital is not a material income producing fac- 
tor, and where its income can be ascribed primarily to 
the activities of its stockholders owning, in value, at least 
70 per cent of its stock. Brokerage, advertising, and en- 
gineering corporations are typical of those which can 
qualify for personal service corporation classification. 

Among other companies exempt from the excess profits 
tax are foreign and domestic personal holding companies, 
certain mutual investment (Please turn to page 56) 
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Drastically changed conditions call for a flexible investment ap- 


proach and new concepts in appraising various types of securities. 


What Value Common Stocks? 


BY J. S. WILLIAMS 


QO, September 1, 1939, Hitler’s armies invaded Poland; 
the next day France and England declared war on Ger- 
many. With these two world shattering events, war be- 
came the dominating force in all investment undertak- 
ings. Normal investment concepts became at once sub- 
ject to drastic modification and relegated to a background 
of relative insignificance. If this was not immediately 
apparent to the investor some thirteen months ago, cer- 
tainly interim events must have impressed it upon him. 
To name a few of the more outstanding of these events— 
the short-lived stock market boom following the outbreak 
of the war; the sharp break in stock prices in May and 
June of this year; the bond market suffered two sharp 
breaks, one in August, 1939, and the other in May of this 
year, both of which were followed by a price recovery 


move which regained virtually all of the ground lost; our 
Government has embarked on a record-breaking peace 
time defense program, by contrast with which previous 
pump-priming efforts will seem puny; and two tax bills 
have been enacted this year, which will make a sizable 
dent in the earnings of many corporations. Finally, of 
course, the eventual involvement of the United States in 
the war must be reckoned with. 

To evaluate these events and their effect upon invest- 
ments, because of the conflicting factors and issues which 
are involved, incurs a considerable risk of error in judg- 
ment and timing. Investment opinion, as measured by 


the course of security prices over the past year, has | 


vacillated sharply and today appears to be extremely 
cautious and without conviction—and justly so. To ac- 





How Excess Profits Tax Will Affect Heavy Industries 


Average % Return 

Earnings on Equity Earned 

Per Share Capital Per Share 

Company 1936-39 1939 1939 

5 1S ee en $3.19 3.1 $1.83 
Bethlehem Steel................. 3.87 5.9 5.75 
Westinghouse Elec. & Mfg......... 5.44 7.0 5.24 
General Electric.................. 1.53 13.0 1.43 
Johns-Manville...... tiles gine 4.07 8.6 4.28 
U.S. Gypsum....... auido 4.31 12.3 5.71 
Monsanto Chemical... ; 3.69 11.7 4.01 
Union Carbide....... 3.88 13.0 3.86 
International Harvester 4.18 39.1 1.71 
Caterpillar Tractor. . . 3.70 15.3 2.89 
General Motors ; 3.92 18.3 4.06 
Chrysler....... : 9.67 23.0 8.47 
Timken Roller Bearing 2.98 17.7 3.02 
Sperry Corp......... 2.C0 39.7 2.71 
Glenn L. Martin... . 2.02 22.9 3.75 
United Aircraft. . . 1.97 28.7 3.53 
Douglas Aircraft. . ; 3.07 20.9 4.81 
Allis Chalmers........ 2.55 6.4 2.09 
ee 1.82 5.2 1.57 
Underwood Elliott Fisher. . 4.17 8.5 2.53 
Gootyem.............% 2.52 8.2 3.20 
Phelps Dodge........ 2.22 7.5 2.42 
Amer. Smelting & Ref. . . 5.25 11.1 4.36 
St. Joseph Lead....... 2.08 17.9 2.71 
Bendix Aviation...... 0.75 15.5 2.14 
Thompson Products... . 2.69 20.7 3.90 
Borg Warner......... , 2.41 14.3 2.43 
Timken Detroit Axle... ' 1.77 13.8 2.62 


*—§ per share estimated other than exact and is presented as a convenient yardstick. A—Before excess profits taxes. 


Paid or declared this year. (c)—-12 mos. to July 31. 


Excess Earned Estimated 
Profits Per Share 1 
Above This 1st 6 mos, Earnings Dividends Recent 
Point* 1940 (A) (b) Price 
$10.00 $2.72 $8.00 $2.00 60 

12.50 6.10 13.00 3.50 81 
6.00 3.68 7.00 2.75 106 
1.50 0.90 2.00 1.05 34 
3.90 1.92 5.50 1.50 68 
4.10 2.73 6.00 2.00 76 
3.50 2,24 5.50 1.50 92 
3.70 2.15 5.00 2.30 74 
4.85 ee 3.00 1.60 47 
3.50 1.86 4.00 1.50 49 
3.70 2.52 4.50 2.75 49 
9.20 7.01 12.00 3.75 80 
2.85 2.07 4.50 2.00 48 
1.90 2.00 4.25 1.00 41 
1.90 3.92 8.50 1.00 32 
1.90 2.34 5.50 1.50 38 
2.90 5.65 10.00 Spc 77 
3.60 1.47 3.25 1.00 33 
2.85 2.02 (d) 2.50 Sets 20 
3.95 1.46 3.00 1.50 33 
2.40 1.23 2.00 1.00 15 
2.60 1.14 2.50 0.75 31 
5.00 2.12 3.25 2.00 40 
1.95 1.32 2.50 1.25 36 
1.15 2.05 5.00 1.75 31 
2.55 5.40 (c) 6.00 1.25 33 
2.30 1.21 2.50 0.75 18 
1.70 3.69 (d) es 2.25 29 


(d)—12 mos. to June 30. (B) 
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cept this realistic viewpoint, however, does not mean that 
investors are without the means to safeguard their in- 
terests and protect their capital. It is simply being fore- 
warned and forearmed. 

From the welter of confusion, uncertainty and cross- 
currents which have followed in the wake of the war, 
there have now emerged a number of bases which lend 
rather conclusive support to certain courses of invest- 
ment action. 

Regardless of the objectives sought through the means 
of a specific investment program, the first requisite is 
flexibility. An investor may believe that he is making 
ample provision for flexibility by diversifying his funds 
between various classes of securities, industries and com- 
panies. Of greater importance, and this is not only true 


The new and = dynamic 
among today's industries 
pull investment capital 


with promises of rapid 
growth. Risks and penal- 
ties for excessive daring 
exist as they always have, 
but the rewards cannot be 
ignored. The investor must 
either be forced complete- 
ly on the defensive or at- 
tempt to take chances in- 
telligently and with flexible 
judgment. 


in a war setting but at any time, is flexibility of judgment 
and opinion and the willingness to avoid hard and fast 
convictions once any doubt has been cast upon their 
merits. Any investment program worthy of the name 
should represent a reasonable compromise between judg- 
ment and the possible contingencies which might upset 
such judgment. 

Under present circumstances, the ideal method to as- 
sure adequate flexibility is the maintenance of some part 
of the capital fund in cash. The proportion of cash to the 
total fund will necessarily vary, depending upon the in- 
vestment objectives sought—larger in the case of capital 
appreciation funds, smaller if necessary in funds required 
to yield a certain income. Regardless, however, it can be 
set down as General Rule Number One: Retain an un- 





How Excess Profits Will Affect Consumer Industries 





Average % Return 

Earnings on Equity Earned 

Per Share Capital Per Share 

Company 1936-39 1939 1939 

Standard Oil of N. J.............. $3.87 7.2 $3.27 
UNE Ste Rete OS cia 3.56 7.0 3.02 
Phillips Petroleum................ 3.42 5.8 2.21 
Reynolds Tobacco "'B"............ 2.65 17.7 2.56 
American Tobacco "B"........... 4.69 16.2 5.12 
Liggett & Myers Tobacco ‘' 6.46 14.0 6.13 
National Dairy Products........ 1.80 14.6 1.97 
SE ES Sites eee nee 1.64 7.7 1.81 
Procter & Gamble.............. 3.14 21.2 3.79 
Colgate-Palmolive-Peet......... 1.36 12.7 2.74 
National Biscuit.............. 1.70 10.9 1.62 
GBNOIAEFODUS: «4.666560 0502: 2.43 19.0 2.75 
American Chicle............ ects 7.87 18.8 8.79 
| he 4.93 11.8 7.69 
REID 625 o gery ed aleos-<iatawrancls 4.34 . 8.8 4.87 
Corn Products Ref........ 3.22 9.7 3.32 
Continental Can........... 2.78 7.4 2.70 
American Can............. 5.61 11.9 6.22 
ee 4.32 12.3 6.61 
Kroger Grocery............ 2.14 12.3 3.01 
Sears, Roebuck............ 5.49 14.2 4.18 
Montgomery Ward. . 3.86 12.9 3.50 
SC Peanev. . 05... Leer 6.44 22.0 6.48 
WOON og och ed dance rcdindae 3.19 13.6 3.02 
DV OVUM. oc on cttse se aaes 1.98 7.0 1.93 


Excess Earned Estimated 
Profits Per Share 1940 
Above This 1st Earnings Dividends Recent 
Point * 6 mos. 1940 (A) (b) Price 
$4.50 $3.00(e) $4.25 $1.50 32 
4.10 2.40 3.75 2.00 34 
4.70 1.43 2.50 2.00 35 
2.50 NF 2.50 2.00 35 
4.45 NF 5.50 5.00 75 
6.15 NF 6.25 5.00 100 
1.70 0.76 1.70 0.80 13 
1.70 0.75 1.75 1.20 19 
2.95 4.37 (d) 4.25 3.00 63 
1.30 0.45 1.20 0.50 11 
1.60 0.69 1.60 1.60 19 
2.30 1.34 2.60 2.00 41 
7.50 4.36 8.50 5.25 124 
4.70 6.64 (c) 6.50 4.25 90 
4.10 3.24 4.75 4.00 70 
3.05 1.40 3.00 3.00 50 
3.10 2.80 (d) 3.00 2.00 38 
5.35 NF 6.50 4.00 95 
4.10 2.35 6.50 3.00 42 
2.05 1.27 3.00 2.50 31 
5.20 2.67 6.50 5.00 80 
3.65 1.83 5.00 4.00 40 
6.12 2.42 6.50 5.00 90 
3.05 NF 2.50 2.40 34 
3.25 1.27 1.75 1.60 25 


(b)—Indicated Annual Rate. (¢)—12 months to May 31. (d)—12 months to June 30.*—$ per share estimated rather than exact and is presented as a 


convenient yardstick. (e)—Estimated. (A)—Before excess profits taxes. 


NF—Not available. 
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invested backlog of cash or its equivalent. This assures 
the investor of protection against emergencies arising 
from market breaks, income deficiency or an unforeseen 
need for extra funds. These emergencies have an unfor- 
tunate habit of putting in an appearance at a time when 
the forced liquidation of securities may mean the accep- 
tance of a severe and perhaps unwarranted loss. Debit 
balances and bank loans for the purpose of carrying or 
purchasing securities should be avoided. 

The logical complement to cash as a factor of flexibility 
is a rearrangement of portfolios to provide the proper 
balance between various types of 





short lived and the subsequent recovery required little 
assistance on the part of the Government. The Govern- 
ment likewise will exercise strict controls over the whole- 
sale price structure and it is extremely unlikely, even in 
the event of our ultimate entrance into the war, that prices 
will experience the rise of 150 per cent which they showed 
at the top of the World War inflation spiral. Concluding 
a discussion, “No War Inflation ... Why?” (Macazine 
or Watt Street, Sept. 7, 1940), Norman T. Carruthers 
stated, that “the threat of price inflation and high grade 
bond market deflation in the United States can be safely 

put out of mind as the guidixy 





securities. The abnormalities 
which have resulted or are 
likely to result from the war 
may alter greatly the relative 
investment values of bonds, 


Selected Investment 
Suggestions 


Second Grade Bonds 


or dominant consideration in for- 
mulating investment and specu- 
lative programs” at the present 
time. 

Bond prices, at record highs, 


preferred stocks and common ‘ ‘ have already demonstrated their 
ry . t t eye 
stocks. The same will be true Iss lee Yield vulnerability to bad news, but 
of industries and companies. General Stee — 85 6.47 they have likewise demonstrated 
eae aa a Certain-teed Product 1 . aenieeeeaadiaaal nine 
To recognize the various prob- —— ii... et 6.79 vigorous recuperative powers. 
abilities in this direction and Studebeker Cop, “ss sie With interest rates likely to be 
with view to either capitalizing fone eee or ai ines little affected by commercial 
. . ° $s eee . ~ . 
them or safeguarding invest- Southern Railway borrowing, even under the im- 
. ‘ Sh ce, See 58 6.9 b 
ment capital against them, an Pore haonauatie petus of defense orders, bond 
. ——— ian 7.03 . . 
investor now should re-examine N. ¥; Chicago 8 St! Louls ‘a prices for some time to come are 
his holdings and strengthen the ew ts 3 hide Ref, 414s 2013, = by likely to fluctuate in response to 


weak spots. This is what is meant 
by investment flexibility. 

What now seems to be a rea- 
sonable and sensible course in 
the treatment of various types 
and issues of securities, can, of 
course be based upon the events 
and experience of the past year. 
The events and experience of 
the next twelve months may 


Wilson & Co. $6 
Secured Divs. $7.50). . 

Budd M 

Int'l Paper & Power 5 

Worthington Pump & 


Sharon Steel 5%....... 
*Paid $1. hei 9/15/40. 


Speculative Preferred Stocks 


Sent Divs. $70)... 


Accumulated Divs. $12.50). 

Mach. Cv. Prior 
(Accumulated Divs. 7.871)... . 

American * $ Foundry 6%... 


Common Stocks for Income 


psychological factors rather than 
fundamental developments, per- 
haps somewhat under the peak 


60 10.0 
a ae levels. 

59 08 Ihe average high grade bond 

- ni has scant appeal from an income 
ee 53 w . standpoint for the individual in- 
61 8.20 


vestor forced to compete with 
institutional demand. The su- 
perior rating of high grade bonds 
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“sitting tight” now. 

The case against high grade bonds is predicated upon 
two premises, (1) war is inflationary as regards the price 
structure and deflationary as regards fixed income se- 
curities and, (2) high grade bond prices are virtually at 
their all time high and therefore highly vulnerable to any 
bad news. 

So far as the inflationary impetus of war is concerned, 
the argument leans heavily upon the precedent of the 
World War. The same conditions, however, do not exist 
today. Vested with vast powers and controls applicable 
to the bond market, and confronted with the necessity of 
financing a huge defense program, it is certain that the 
Government is vitally interested in maintaining an in- 
definite period of low interest rates and high bond prices, 
and would not hesitate to use these controls. The two 
sharp declines in bond prices over the past year were 








tween them and high grade 
bonds is almost imperceptible. Many of these bonds may 
be refunded over the coming months and the choice of 
issues available to individual investors has steadily de- 
creased as more and more medium grade bonds sold above 
their call price. Other things being equal, the loss of 
several points price premium is the principal investment 
deterrent in most medium grade bonds. 

Selected second grade and speculative bonds, on the 
other hand, would appear to have much to gain both in 
quality and value over the coming months. Included in 
this group are numerous issues of companies whose record 
of earnings under more normal conditions has been rather 
indifferent, but which with the aid of defense stimulus 
may show considerable improvement. Moreover, bond 
interest is a prior charge against income ahead of both 
normal and excess profits taxes. This means that holders 
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of second grade bonds can anticipate generally a 
strengthening in both the quality and value of 
such issues, and which will not be dissipated when 
the Government presents its tax bill. 

The railroad group offers the largest choice of 
second grade bonds. Industrial carriers partic- 
ularly promise to derive substantial benefits 
through the defense program. In not a few in- 
stances the effects are already apparent in the 
revenues and income of carriers operating in the 
important industrial areas of the country. This 
betterment should be cumulative in the months 
ahead. Another factor favoring more specula- 
tive rail bonds is the evidence of increasing co- 
operation between the I. C. C. and the Federal 
Courts seeking to speed up reorganization of 
bankrupt carriers. 

Marketwise, in the past, second grade and_ 
speculative bonds, as well as speculative pre- 
ferred stocks, have plotted a course roughly 
parallel to that of common stocks. As the situa- 
tion shapes up at the present time, however, 
there appears to be a strong likelihood that this 
pattern may be changed in favor of speculative 
bonds, and perhaps to a lesser degree in favor of 
preferred stocks. The fact that common stocks 
are unlikely to capitalize war-time earnings at 
anything approaching the normal ratios, coupled 
with their vulnerability to higher taxes, will place 
a powerful restraint upon them marketwise. This 
restraint, however, will not be nearly as effective 
in the case of speculative bonds and preferred 
stocks In short it would be possible for the latter 
groups to register important price appreciation, 
while common stocks as a whole remained com- 
paratively static. 

There appears to be a growing belief that common 
stock earnings will bear the brunt of the recently enacted 
excess profits taxes and that preferred stocks will be 
comparatively immune. This is only partly true. It is 
net income, or earnings available for both preferred and 
common dividends, which will be subject to excess profits 
taxes. 


The Status of Preferred Stocks 


The effect upon high grade preferred stocks will prob- 
ably be slight. Companies which characteristically dis- 
play a high measure of stability in earnings may report 
a decline in earnings available for preferred dividends, 
owing to increased taxes, but where normal coverage is 
high, and the preferred issue commands a gilt-edge rat- 
ing, its status will be little changed This type of pre- 
ferred stock in a large measure tends to move with the 
high grade bond market And like high grade bonds the 
vield is low. 

Among second grade preferred stocks the most promis- 
ing speculative issues are likely to be found among those 
which carry arrears in unpaid dividends. Many of these 
are issues of companies identified with highly cyclical 
industries, but which now will derive considerable im- 
petus from defense orders. With a prior claim on earn- 
ings, to the extent of both unpaid and regular dividends, 
this class of preferred stock is a relatively better vehicle 
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Courtesy Reynolds Tobacco Co. 


Static industries depending upon large and steady volume offer greatest 
stability, yet face injury at the hands of the tax-collector. 







































for participating in the company’s fortunes than the com- 
mon stock. If such proves to be the case, it will be an- 
other instance where the normal pattern may be distorted 
by factors now effective. In the past, more often than 
not, the common stock of the same company has been a 
more profitable speculative medium, than the preferred 
issue with accumulated dividends. Many of these pre- 
ferred issues, however, have recently enjoyed a very sub- 
stantial rise and the choice of mediums for new commit- 
ments has been correspondingly restricted. The excess 
profits tax is a cogent reason for caution and discrimina- 
tion in the selection of speculative preferred stocks, par- 
ticularly issues with large arrears. The tax may force 
directors to act much more conservatively in the matter 
of clearing up back dividends than might otherwise be 
indicated by the trend of earnings over the coming 
months. A fairly good reaction in the market, as a whole, 
would enhance the opportunities for the profitable selec- 
tion of speculative preferreds. 

In the present war and defense economy, the common 
stock investor has two alternatives. He can conclude 
that, regardless of the grave potentialities with which the 
outlook is fraught, in the end he will be as well off holding 
good common stocks as any other class of security or in- 
vestment. Otherwise, he may feel that the risks and un- 
certainties are too great and convert all of his common 
stock investments into cash. The decision in a large 
measure will probably be influ- (Please turn to page 56) 
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What Can 
of the Motor Industry? 


Chevrolet 





Oldsmobile 


We Expect 


BY WARD GATES 


producing a greater dollar value of manu- 
factures than any other industry, the outlook for the 
key automobile industry today is subject to various 
abnormal influences, to a balance of favorable probabili- 
ties at least over the limited distance that one can see 
ahead in the present topsy-turvy world and to unpre- 
dictable war contingencies which possibly could be 
unfavorable. 

The industry’s own guess—and it is betting heavily 
on it—is that the new model year will be a good one. 
At this writing it is rapidly nearing a production rate 
which is virtually certain to break all fourth quarter 
records. Output of cars and trucks for the period should 
approximate 1,300,000 units at a minimum and may 
readily exceed still further the 1939 final quarter volume 
of 1,161,000 units. 

The optimism of the industry is not always justified 
by future events. For instance, it badly over-produced 
in the fourth quarter of 1937. On the other hand, in 
the closing months of last year and the early months 
of this it built up an all-time record high inventory of 
new passenger cars in dealers’ hands and proved to be 
entirely correct in its expectations. Favorable retail 
sales through the summer permitted it to jump more 
rapidly than usually into active new model production, 
with inventory of 1940 models cleaned out and the used- 
car situation healthy. 

Under prevailing conditions rapid building up of large 
dealer stocks appears to be no gamble but a prudent 
policy. Only a sudden termination of the war under 
conditions which would suggest drastic scaling down of 
our projected armament program could bring any major 
downturn in general economic activity. Since this con- 
tingency seems almost fantastically improbable, there 
will be plenty of time in the first half of 1941 to 
adjust production to the retail sales factor, whether up 
or down. 
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It may well be that national defense requirements 
during the next twelve months will not at any time 
significantly hamper automobile production. It may be 
that the industry can get all the steel and other materials 
it needs, even after defense has had first call. It may be 
that it will run into neither labor troubles nor labor 
shortages. But none of this can be taken for granted. 
So cars are being turned out with a rush both because 
demand is expected to be at a boom level and because 
stocks now built up will come in handy if production 
troubles should develop later on. 


The basis for a strong public demand for automobiles, | 


and for all consumer goods, is obvious. The direct and 
indirect stimulus flowing from the armament program 
and British war orders is lifting the national income at 
the most dynamic rate since the great boom of the ’20’s. 
During the first eight months of this year total income 
payments to individuals were $2,400,000 greater than in 
the corresponding period last year, a gain of 5.3 per cent. 
The 1940 national income will approximate $74,500,- 
000,000 and fourth quarter national income will be 
equivalent to a rate of probably $78,000,000,000 a year 
or more. 


Public Purchasing Power 


No significant rise in living costs is likely and the 
purchasing power of current monthly national income is 
in excess of that of 1929. It is the sharply rising mar- 
ginal income—the income above what is needed for a 
necessitous living standard—which has dynamic effect 
upon automobile demand. Among optional demands, a 
new automobile continues to rank very high in con- 
sumer preference regardless of how many cars are on 
the road. 

There has been a gain of more than 1,200,000 in em- 
ployment since the war began and the rate of increase 
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Cadillac Sixty Special 


is now accelerating as capacity of machines and labor is 
approached. There is a boom in demand for skilled and 
semi-skilled workers, an increase in the average work 
week in many industries up to the legal limit whereas 
previously in many cases the total hours per week had 
been below the maximum; and, finally, premium over- 
time wages represent a windfall to many thousands 
of workers. 

Although nothing like a statistical estimate of 1941 
automobile sales is possible from this distance, consider- 
ing the general armament-economy background and 
assuming it will not be radically altered, it weuld cer- 
tainly not be surprising if 1941 proved to be a 5,000,000- 
unit year for the motor industry, about the same as 1937 
and comparing with estimated factory sales (United 
States and Canada) of approximately 4,500,000 units 
this year. 

The opposing arguments are, of course, worthy of 
careful attention. First, exports of motor vehicles, as 
well as American-owned foreign production, are radically 
curtailed. For instance, in the last good year of foreign 
demand—1937—unit exports from the United States 
were approximately 395,000. This year, judging by 
recent export trends, the total will probably be some 
50 per cent lower and most likely a bit under 200,000 
units. 

This difference, while important, must be examined 
in relation to a 4,500,000-unit year this year and a prob- 
able figure above 5,000,000 next year. So examiifed, it 
can detract but modestly from the dynamic domestic 
picture. 

Second, it can be contended that the industry is near- 
ing the end of the second good year in a row. This is 
the two-year cycle theory, which holds that after two 
years of large motor sales the 
third year—1941 in this in- 
stance—is usually less good and 
often quite bad. The statistical 
record, however, does not give 
convincing support to this con- 
cept. A chart of passenger car 
production placed along the 
graph of total industrial ac- 
tivity will show a very close 
correspondence in fluctuations— 
the reasons being obvious—and 
the chief difference being that 
in periods of deflation motor 
production tends to drop fur- 
ther below the general indus- 
trial line than it rises above it 
in periods of boom. 
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Taken by itself, a long term motor production chart 
will show instances where the two-year cycle theory 
seemed to hold true, but when related to similar move- 
ment of the Reserve Board index of industrial produc- 
tion it will be seen that there is a large element of coinci- 
dence in the alleged cycle. About the most that can 
be said is that two or more years of heavy sales, increas- 
ing both the number of cars in use and the ratio of good- 
condition cars te the total in use, tends to accelerate 
shrinkage of the car market in periods of declining public 
purchasing power. On the other hand, this factor does 
not preclude continued expansion of the demand when 
marginal public income is rising, as is the case now. 
Moreover, 1939—with output of 3,732,000 units—was 
not a boom year by any means although a fair year. 
Hence, allowing for the exceptionally strong purchasing 
power factor, even believers in the two-year automobile 
cycle would probably concede that it is valid to apply 
the theory to 1940-1941 rather than to 1939-1940. 

Third, it can be argued that after the election and 
probably within the first quarter of 1941, Federal taxes 
will be further raised and that the boost may, be sharp 
enough to cut into marginal purchasing power and thus 
reduce demand for non-essential goods. This remains 
to be seen and is certainly a possibility. If we should 
get into the war it would have to be considered a virtual 
certainty. Otherwise the answer will depend upon the 
actual scope of the tax rise, if it comes, and the degree 
by which the general income-inflation is counteracted by 
this particular measure of income-deflation. Therefore, 
on this question no forecast whatever is possible. The 
contingency will have to be watched and, if it comes 
to pass, evaluated at the time. It could, of course, 
modify substantially the more optimistic possibilities 
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Plymouth 


of 1941 automobile sales cited earlier in this article. 

Fourth, men drafted into the army will cease to be 
potential buyers of cars, new or used, and some draftees 
will sell their present cars. As far as it goes, this will 
unquestionably be on the adverse side for the motor 
industry but, in the writer’s opinion, this factor—like the 
export loss—can have but relatively moderate weight 
against the far more powerful stimulating forces we have 
heretofore cited. 

So much for the influences bearing favorably or un- 
favorably on the sales outlook. 

The impact—direct and indirect—of the armament 
program upon the operating side of the industry is a 
matter of major importance and in considering this we 
are up against some notable blindspots. Much will 
depend upon the course of the war, this in turn influenc- 
ing the urgency—if not the scope—of the armament 
effort and the methods followed by the Government in 
furthering the program. 

Generally speaking the present approach is to seek 
to superimpose the armament activity on top of the 
maximum possible volume of civilian activity—at least 
until the remaining large unemployment slack is taken 
up—and to do so with a minimum of compulsion. As a 
matter of fact, we do not have any wide latitude of 
choice on this question at the present time. That is to 
say, in any event, the great bulk of the armaments will 
have to come from newly-built, specialized producing 


De Soto Nash 


facilities. Existing automotive plants, for example, can- 
not turn out airplanes, aircraft engines, tanks or artillery, 
Hence these facilities cannot be “diverted” to arma- 
ment work. 

On the other hand, there can be no question but that 
the generai direction in which we are moving is toward 
increasing Federal controls. The movement will be 
accelerated after the election, whoever wins. It would 
be further and probably immediately accelerated if the 
war took a turn disastrous to the British. So we must 
allow for the possibility of some kind of a squeeze affect- 
ing the motor industry before this thing is over, perhaps 
developing to some degree within 1941. 

If we found ourselves on the spot in a hostile world 
we would quickly forget about the social objective of 
solving the unemployment problem. National defense 
would have first and compulsory call on all means of 
production that could be effectively used, including 
equipment, management, materials and labor. In such 
a situation diversion of automotive labor and materials— 
rather than machine equipment—would be the central 
squeeze on production of passenger cars. 

There has been some talk of freezing the 1941 models 
for an indefinite time, eliminating re-tooling activities 
next summer in planning 1942 cars. The notion rests 
on the theory that all tool-making capacity will have 
to be preempted for armament needs. It could, of course, 
work out this way but it can hardly be considered 

inevitable. 
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so will certainly have receded consider- 
ably and in that case the pressure upon 


duction could be less rather than more. 

Meanwhile the automobile industry, 
including accessory manufacturers, is 
steadily becoming more of an adjunct 








to the defense effort. To the extent 
that existing equipment can make, or be 
adapted to making, armament parts. 
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much work is being done and more will 
be done. There is no automotive com- 
pany that can fail to get some of it. 


ooo Seas The larger companies—General Motors, 


segest Chrysler, Packard, Ford—either have 
large orders for a variety of defense 
products or can count with certainty on 
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getting them. The bulk of this pro- 
duction requires new plant construction 
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If the Axis powers have not succeeded | 
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next spring, their chance of ever doing 
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Studebaker 


How much money the industry may make on its 
armament work, as compared with its civilian output— 
assuming the latter will continue through the coming 
year without major squeeze—is another matter. The 
factors involved here are so conjectural that not even a 
guess is worth attempting. 


Outlook for Motor Securities 


The long growth trend of demand for passenger auto- 
mobiles—most pronounced in the decade following the 
World War—has flattened out, if not terminated, al- 
though there is evidence that it is a continuing factor 
in demand for trucks and buses. For practical purposes, 
however, this question has no worthwhile bearing upon 
an investment or speculative appraisal of automotive 
securities. They are inherently subject to a very marked 
cyclical fluctuation in volume, earnings and dividends. 

Among the automobile makers there are only two 
listed equities that can be regarded as having even semi- 
investment attributes—General Motors and Chrysler. 
Normally these issues are excellently suited to the 
requirements of speculative-investors or traders who 
seek the double objective of cyclical appreciation poten- 
tiality and income return. The swings are not as wide 
as in such utter Prince-and-Pauper equities as heavy 
steels or rail equipments; the dividends are never as 
secure as in various stable-earning or storm-cellar 
equities—but what is offered is a 
middle-of-the-road compromise. 
The percentage fluctuations in 
Chrysler are characteristically 
broader than in Genera! Motors. 








Chrysler 


Dodge 


and usually in a smaller dividend yield, than in the case 
of Chrysler. 

A brief look at the record over the five years 1935-1939 
is worth while. This was a period without wild boom or 
extreme depression, the Reserve Board index of in- 
dustrial production averaging for the composite period 
99 per cent of the 1923-1925 level. Chrysler over these 
vears earned an average of $9.36 per share; General 
Motors, $3.93 per share. Chrysler dividends averaged 
$6.20 or just double General Motors’ average of $3.10. 

At present prices Chrysler sell for approximately 8.5 
times the average earning power of 1935-1939 and the 
five-year average dividend applied to present price would 
represent a yield of about 7.7 per cent. On the same basis 
for General Motors we get a price-earning ratio of 12.8 
and yield of 6.2 per cent. 

The complicated Federal tax law recently adopted, 
plus unpredictable year-end accounting adjustments. 
makes forecast of probable 1940 earnings for these two 
companies abnormally hazardous. Nevertheless the 
writer ventures the estimate that Chrysler will probably 
earn between $10 and $11 a share, and General Motors 
between $4.10 and $4.30. If we take the half-way mark 
between these estimates—$10.50 for Chrysler and $4.20 
for General Motors, the former is now priced at approxi- 
mately 7.6 times 1940 net per share, the latter at ap- 
proximately 8.4 times indicated net per share. 

Dividend payments are even (Please turn to page 58) 








For instance, decline in Chrysler 
from the January high to the 
arly summer low was 43 per 
cent and subsequent maximum 
rally to date has been 53 per 
cent, the comparable figures for 
General Motors on the same 
swings being 34 per cent down 
and 35 per cent up. 

The slower changes in value of 
General Motors reflect in part a 
very large share capitalization; 
and the prestige of the enter- 
prise—far bigger than Chrysler 
and entrenched in secure trade 
position over a longer period of 
time than any other in the busi- 
ness—is reflected in a_ higher 
price-earnings ratio for the stock, 
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The end of Ford's assembly line at the River Rouge plant. 
side, trucks and commercial cars the other. 
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Diversification Helps Anaconda 


Domestic Operations 


at Capacity Levels 


Will Partly Offset Foreign Conditions 


By J. C. CLIFFORD 


: Anaconda Copper Mining Co. has a wide 
diversification of interests extending from lumber and 
railways through precious metal mining and smelting to 
copper fabricating the company’s greatest concern is the 
copper metal itself. Anaconda is the world’s largest pro- 
ducer, although by far the bulk of production capacity is 
outside the territorial limits of the United States. Do- 
mestic copper production capacity is large—200,417,863 
pounds in 1939—but foreign copper output is more than 
double that amount and comes mostly from what is rated 
to be the largest single copper mine in the world. 

Until the fall of France the outlook for foreign copper 
was good, for not only were the Allies unable fully to 
supply their copper needs from their own sources but 
France, believing that moderate takings from other 
sources would hold open supplies should Allied-owned 
mines ever be blockaded, purchased quantities of copper 
from South American mines and lesser quantities from 
this country. Then too, certain non-belligerents such as 
Italy and Spain purchased large amounts of copper not 
only for their own use but also for later shipment to Ger- 


many. The elimination of France and the entry of the 
Italians into active participation in the war stopped all 
shipments of South American copper to Europe and left 
South American copper producers to find whatever mar- 
ket they could for their metal. 

The South American copper situation is further com- 
plicated by the growing trend toward nationalization of 
natural resources by certain of the South American gov- 
ernments. In order to offset any possible reason which 
would permit the various governments to expropriate 
the mines, South American copper producers have been 
forced to keep production at high levels. While this 
measure has prevented any strong moves to reclaim the 
mines on the part of the various governments it has re- 
sulted in the building up of large quantities of copper 
that are barred from the American markets through the 
4 cents a pound tariff imposed upon imported copper. 

The expense of mining metal which is not immediately 
saleable has resulted in a loss from operations that is not 
being wholly offset by the active demand for American 
copper in this country. These added expenses will prob- 

ably take an increasing toll of earnings in 





Anaconda's Activities in 1939 


Metal Production 


the last half of this year with the result that 
Anaconda will do well if it is able to report 
second half earnings equal to those of the 
first half, despite the fact that domestic 


oor =~ _ eg _—_ business is excellent. The adverse effects 
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Anaconda Cop. Mng.Co. 200,417,863 6,014,323 9285 22,077,858 11,186,545 Ff the foreign situation are not to be re- 
Andes Copper Mang. Co. . 121,542,448 295,246 MeI908 Geese Gone ane: garded as permanent. The U.S. Govern- 
NE <I cere: sshnendont © acckeseeue,  veetAyes ment recognizes the seriousness of the for- 
Greene Cananea......... 52,291,029 550,569 ON codices: aitounens eign copper mining position and has re- 

Total............... 681,412,419 6,860,138 40,475 22,077,858 + 11,186,545 cently recommended that a certain amount 
of copper from Chile be admitted to this 

Metal Smelted and Refined country in furtherance of the “good neigh- 
Treated on toll.......... 203,216,783 866,480 MPREEE | > waidanenmen - | Koes toans bor” policy. Later, such official blessing 
From mente! er 49,783,474 6,855,912 165,086 201,978,992 79,476,853 will not be needed, for at the present rate 
From owned mines....... 681,412,419 6,860,138 40,475 22,077,858 11,186,545 of gain in domestic copper consumption it 

Total............... 934,412,676 14,582,530 245,993 224,056,850 90,663,398 , . 
will not be long before American copper 
—— producing facilities will be taxed to their 
Total............... 883,235,702 14,582,530 245,993 201,127,612 83,577,841 ‘limits so that it will be necessary to supple- 
ment domestic supplies with shipments of 

Miscellaneous foreign copper. 
eS EOE 89,775,271 board feet oe Ser 986,304 pounds Not only does Anaconda own the largest 
Phosphates......... 57,205 tons Molybdenite............ 989 tons copper mines in the world but they are also 
ee eS 8,709 tons Fabricated products... .. 612,031,416 pounds among the lowest cost producers. In case 


of the Chilean mines, the richness of the 
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ores in copper Offsets their lack 
of precious metals which is a 
substantial contributor. to the 
low cost of producing Mexican 
copper. In both cases, produc- 
tion costs are sufficiently low to 
permit competition in the future 
with domestically mined copper 
at current prices even after hur- 
dling the tariff barrier. As was 
the case with sugar last vear, the 
Government will probably lower 
the tariff barrier on copper 
should domestic prices get out of 
hand and thus admit an increas- 
ingly large supply of foreign 
metal to the benefit of Anaconda 
and similarly situated com- 
panies. At any event, tariff or 
no, next year may find Amer- 
ican consumers using consider- 
ably larger amounts of foreign 
copper while paying little if any 
more than at present for their 
material. 

On the other hand, Anaconda’s 
domestic copper production is 
not particularly low cost nor is 
it prolific although the metal ob- 
tained from its own mines when added to that obtained 
from ores purchased from others is fairly adequate to 
supply the ordinary needs of its own fabricating division. 
Anaconda’s fabricating facilities consist of the wholly 
owned American Brass Co. of Connecticut and the con- 
trolled Anaconda Wire & Cable Co. which between them 
constitute the largest fabricating combination in the 
world. The products cover all of the accepted forms of 
copper and brass and plants are located close to heavily 
industrialized areas and shipping points which gives 
them excellent facilities for the service of domestic and 
export demand. With the demand for fabricated prod- 
ucts at high levels and still rising, Anaconda’s domestic 
copper production capacity is inadequate to supply all 
of the needs although this is one company that will 
not have to worry much over the availability of ade- 
quate supplies of raw materials. 


Zinc Production Capacity High 


An important metal in the manufacture of brass is 
zinc and here again, Anaconda is one of the largest pro- 
ducers in the world. Anaconda’s wholly ow ned or con- 
trolled zine interests produce approximately 1: 3 per cent 
of the total world output of this metal. Wholly owned 
mines produce about 17 per cent of the total amount 
while the remainder is obtained from custom ores, con- 
centrates and leased mines. Since a real scarcity of 
zinc is more likely to develop than a shortage of cop- 
per, control of adequate supplies of zinc assures con- 
tinued operation of the company’s brass producing units 
at reasonable costs. With fabrication activities at high 
levels and costs reasonably under control, the fabricat- 
ing division should be a substantial contributor to nearer 
term future income. 
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Courtesy Copper & Brass Research. 
Interior of American Brass' 


wire mill—Anaconda subsidiary. 


Anaconda’s refining capacity for the production of 
copper, lead, zinc, silver and gold is an important con- 
tribution to the capacity of the nation. Owned and 
controlled refineries can handle upward of 1,200,000,000 
pounds of copper, 325,000,000 pounds of zinc and more 
than 100,000,000 pounds of lead per annum while at the 
same time producing approximately 250,000 ounces of 
gold and approximately 18,000,000 ounces of silver. In 
addition to these metals Anaconda controls through 
mines leased from Butte Copper one of the largest do- 
mestic sources of manganese, an alloy for steel whose 
scarcity is one of the steel industry’s main concerns. 
Anaconda has recently contracted to sell the United 
States Government 80,000 tons of concentrated man- 
ganese yearly for the next three years and will enlarge 
the mines’ productive capacity to yield approximately 
100,000 tons of concentrate yearly. In order to obtain 
1 ton of concentrate it is necessary to process 3 tons of 
ore. 

Other than mining and smelting operations are also 
important contributors to income. For instance, last 
year Anaconda directly or indirectly produced nearly 
90,000,000 board feet of lumber, more than 57,000 tons 
of phosphates and phosphoric acid, 8,709 tons of arsenic, 
986,304 pounds of cadmium, 989 tons of molybdenite and 
unreported but undoubtedly large amounts of zine oxide, 
white lead and copper sulphate. The fabricating divisions 
produced more than 612,031,000 pounds of copper and 
brass products. 

Since the company floated a $55,000,000 bond issue 
in 1935 to consolidate debts and other charges incurred 
in the earlier depression years its financial position has 
steadily improved. Taking advantage of easy interest 
rates now prevailing on bank loans, about $33,000,000 
of the 414’s were retired last (Please turn to page 62) 
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The Movie Stocks Today 


While Industry Conditions Are Probably 
at Lowest Ebb No Dynamic Recovery 
Is as Yet in Sight. 


BY JESSE 


—_— the motion picture industry is not super- 
colossal in point of invested capital, it harbors within its 
domain difficulties and economic abuses of four-star 
magnitude. The costs of production have never been 
amenable to the ordinary methods of control and the 
products themselves have no predictable value at the 
time they leave the studios for exhibition. 

The industry’s profits depend almost completely 
upon public fancy which often relegates a $1 million 
production to the ash-can while a low cost “quickie” 
sometimes—but not often—proves to be a bonanza. 
Cold business sentiment has never got very far in the 
movies while extravagant waste of money by highly 
temperamental producers has frequently resulted in as- 
tonishing profits. On the other hand, pictures made 
under the supervision of bankers who have now and then 
attempted to protect their advances to producers 
through representation in the comptroller’s department, 
have proven to be dismal “flops” from a box office stand- 
point. Enough of the “extravaganzas” have also 
“flopped” so that the volume of expenditures on any 
one picture is no guaranty of “sure fire box-office.” 

The will and ability to spend gigantic sums on produc- 








J. HIPPLE 


tion have made American pictures preferred by foreign 
audiences. Many foreign countries also produce their 
own motion pictures but nowhere else on earth than in 
America is it possible to obtain the same degree of opv- 
lence and authenticity in costumes, sets and _ talent. 
Since American movie producers have bid against the 
rest of the world for all of these things and have unbe- 
lievable sums of other peoples’ money with which to pay 
for them, these superlative qualities in American pictures 
are quite understandable. But while this foreign prefer- 
ence for American pictures has been very satisfying and 
profitable in times of peace it has become the “tail that 
wags the dog.” When Hitler marched into Poland last 
September with his legions, American motion pictures be- 
gan to march out of Europe although they were unaccom- 
panied by any legion of profits which American producers 
had begun to expect as an annual contribution from 
abroad. 

Back in pre-war days, the motion picture industry 
could depend upon an average of $10 million a month 
in gross rentals from foreign sources. Of course, not all 





of this sum came home to America for approximately 
half—%60,000,000 per annum—was spent abroad for ad-| 





Position of Leading Motion Picture Shares 




























































































Company 999°) 3940E Dividend = Price 4939" COMMENT a 

Columbia Pictures (June). a d$0.56 $0.83A 5 1534- 61/4 a t and pict for d tic markets offsets foreign 
Consolidated | Film Indust. slilg E. sad - A d0.33 do.25 a Y% Qe YW, Company processes films for others. Prospects uninspiring. 
General Theatre Equipment. . ~ A ig “447 ai 1.25 i $0.60 :> 10% 15th- 814 Should benefit from ability to make optical instruments for war Purposes 
Loew's, Inc. (August). . ba 2 isi 9 5 : 5.37 5.00 1.50 s 25%, 5414-301 Loew's is among most successful of the industry and should do well. 
Paramount Pictures... ... a ‘ eres al 1.07 1.00 0.30 a %, 1414- 614 Is not likely to do better than average. a 
a, Seen me ‘ -@ 0.64 0.75 ; seit - “10 1314- 534 Main attraction is du Pont sponsorship. a 
Technicolor.............. ae a 1.08 1.25 0.50 9 221/,- Ig Efforts to make pictures attractive should i use of techni Hor. 
20th Century-Fox................... 1.58 1.00 514 2614-1194 Further foreign and picture writedowns will be necessary. an 
Warner Bros. August................ 7 0.36 a mie d arrears indicate eventual recapitalization. 


E—Estimated. Actual. 
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vertising, distribution and the host of other smaller items. 
The British Empire—mainly because so many of its in- 
habitants also speak the English in which most of the 
movie-talkies are made—has been the American movie 
producers’ best customer; furnishing the greatest part 
of $36,000,000 per annum net income from Great Britain 
and the colonies while Canada and Australia contributed 
substantially to the remainder. Specially sound-tracked 
pictures made for Spanish consumption have found good 
demand in South America although Spain itself has much 
time but no money for such amusement. Italy and Ger- 
many have long since banned most American pictures 
while Japan and the Orient have been more enamoured 
with the more understandable—to them—affairs of 
“Mickey Mouse” than the most subtle emotings of Hedy 
Lamarr. Despite the varying degrees of preference, only 
the Canadian, Australian and South American markets 
now remain unhindered for American films although a 
very small trickle of earnings continues to come out of 
England. Of the former $60,000,000 revenues received 
annually from abroad the Amer- 
ican motion picture industry will 
do well to receive half that 
amount this year. 

That “every cloud has a silver 
lining” is a well worn cliche but 
it was also a favorite title in pre- 
sound days. In the industry’s 
foreign cloud, there is a very 
small spot of silver. This is the 
fact that of the 278 films im- 
ported from foreign countries 
into the United States during 
1939, all but 48 of them were 
made in countries which are now 
closely involved in the war and 
as such are not likely to send 
any more products to this coun- 
try for exhibition for some time 
tocome. With 230 less pictures 
for the American producer to 
compete with at home the ad- 
ditional showings of American 
pictures will help slightly in over- 
coming the loss of foreign busi- 
ness. Also, with world competition reduced, American 
producers should get a larger share of whatever may be 
left of available foreign business. 

While the motion picture industry is a heavy con- 
tributor to Federal and state taxes—it paid over $350,- 
00,000 last year—such payments have not resulted in 
any special privileges. To prevent independent exhibi- 
tors from buying only known “hit” pictures and leaving 
the producer without some chance of at least partial re- 
covery of costs on “flops,” a system of film booking was 
devised whereby an exhibitor had to take a certain num- 
ber of lower grade pictures in order to secure the one 
that was proven “box-office.” Further to enforce the 
system and to prevent rebellion which would preclude 
showings of any producers products in certain areas, 
most of the producers also acquired a chain of theatres as 
well. The booking is called “block” bookings and the 
method has been called “restraint of trade.” 

Some years back the Government started suit charg- 
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ing restraint of trade which did not come to a satisfactory 
conclusion and block booking continued. Later on an- 
other suit was instituted along the same lines and it is 
probable that the settlement of this suit will soon be 
announced on the basis of a consent decree. The manner 
of distributing will be changed but the large producers 
will not be forced to give up their theatres and thus will 
still be able to enforce their wills if they so desire in 
many key cities. All of which will relieve the companies 
of heavy legal expenses, at least for the present, although 
there will probably be many individual forays to test 
the strength and limits of the decree. 

The motion picture industry does pay very heavy 
taxes but the most prolific source of tax revenues is ad- 
mission taxes which are levied directly on the consumer. 
In most cases, the addition of another few pennies of 
taxes has been accompanied by a small additional impost 
to bring the admission price and the tax up to a total 
round sum. The average admission charge has ranged 
between 24 cents and 20 cents for the past ten years. 


WW ; 1 =e , 
it / SF .4 ., " v = seid ” 
Air view of Paramount Studios in Hollywood 


ys 


Last year it was 23 cents, unchanged from 1938 but 4 per 
cent lower than in 1937. This year’s average admission 
price may be moderately higher but it will certainly not 
be high enough to offset the effects of double features, 
bingo, bank night, dish night and the number of catch 
penny ideas advanced to hold up attendance, although 
patrons would much rather see a good picture in the first 
place. Elimination of double features will probably not 
save the motion picture industry for most double feature 
bills consist of a very mediocre picture as a filler for one 
of somewhat better quality. Twin showings do, however, 
offer some excuse for producing poor pictures whose cost 
might better be expended in improving the quality of 
the main features. 

The motion picture industry has been making valiant 
efforts to reduce expenses to compensate for the loss of 
foreign business. Unfortunately, the managements have 
chosen to reduce the quality of their products by cutting 
the necessary expenditures for (Please turn to page 60) 
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Crucible Steel 


‘40 Earnings Approach 
"37 Level With 
Backlog Still Growing 


BY PHILIP DOBBS 


Diem SreeL Co. or AMeErIcA, one of the 
country’s largest producers of alloy and specialty 
steels, is similar to most other large steel manu- 
facturers inasmuch as it is fairly well integrated, 
but from that point onward the similarity 
grows progressively less. Crucible Steel has long 
been a maker of high grade carbon and corrosion 
resisting specialties which have been gaining in 
industrial importance since the time of the 
first World War. Practically every major 
branch of industry finds uses for the particular 
types of steel made by Crucible. That this is 
true is not surprising when it is realized that 
Crucible has spent much time and money in 
making specific products to fit a wide variety of 
conditions. Varying fractions of the alloying metals 
used in conjunction with the basic steel afford the 
finished product almost innumerable variations of quali- 
ties so that it is evident that the number of available 
alloys is legion. 

As a user of tool steels and special metals having 
high tensile strength, heat resistance, corrosion resist- 
ance or other desirable characteristics, the automobile 
industry has been one of Crucible Steel’s best customers. 
Agricultural implement, oil refining and production sup- 
ply makers, railroads and tool makers are other large 
users of alloy steels. The company has worked up a 
moderate business in stainless steels with the aviation 
industry and it is expected that this branch of the busi- 
ness will be expanded considerably in coming months. 
Approximately 18 per cent of the company’s finished 
steel capacity is devoted to the manufacture of pierced 
billets to be drawn into seamless tubing. Two large 
pipe makers now constitute the principal customers for 
this specialty but because of the adaptability of seam- 
less pipes to many defense projects it is believed that 
this business will also assume a greater degree of impor- 
tance than it has in the past. 
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in Profitable Era 


Courtesy Crucible Steel Co. 


Reducing a bar of steel in a small roughing stand. It will later be 


rolled to %" round. 


While Crucible Steel makes many items that will be 
useful in preparedness activities the most direct contact 
with this type of business is obtained through the U. S. 
Navy, which is perhaps the company’s largest individual 
customer. Crucible Steel played an active part in the 
last war as a maker of munitions but, unlike most other 
munition makers of that time, did not destroy or dis- 
mantle its armament making facilities after the close of 
the war. Accordingly, Crucible Steel is still making 
many such products for the Navy. Among the items 
produced are armor piercing shells and shells of other 
qualities, gun forgings, torpedo parts, periscope tubes. 
submarine radio masts, torpedo launching tubes and 
similar items. Although it is not so stated, it is quite 
likely that the company could also make acrial bombs 
if called upon to do so because of their similarity to tor- 
pedos and other devices already in production. In addi- 
tion to supplies of special quality and limited fields of 
application, the Navy is already in the market for a con- 
siderable quantity of special steels used in naval 
construction rather than for armament purposes. 

The various steels are produced in about ten major 
plants, located in New York, Pennsylvania and New 
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Jersey with one smaller plant in Ohio. Their aggregate 
production capacity is approximately 952,000 net tons 
of steel ingots and 754,000 net tons of hot rolled finished 
steels. Electric furnace capacity for the production of 
the highest grade alloy steels is being substantially in- 
creased from the 124,800 tons yearly reported several 
years ago. High grade alloy steels furnish the company 
with about half of its total sales, finished open hearth 
steels approximately one-third, open hearth steels about 
one-eighth and the balance by ordnance sales. For the 
next several years it is probable that ordnance sales will 
assume greater importance although no decline in the 
volume of sales of other products is as yet indicated. 

Various subsidiaries assure Crucible Steel of an ade- 
quate supply of basic steel making materials. Iron ore 
is purchased from the Snyder Mining Co.—a 50 per cent 
owned affiliate—which owns sufficient iron ore reserves 
in the famous Messabi Range of Minnesota to provide 
Crucible Steel with its ore requirements for approxi- 
mately fifteen years at the current rate of consumption. 
Subsidiary coal mining companies have an estimated 
reserve of more than 35 million tons of high grade Penn- 
sylvania coking coals, mostly in the famous Pittsburgh 
vein, and reserves of more than 5 million net tons of 
Pennsylvania limestone complete the facilities. The 
many alloying elements such as tungsten, molybdenum, 
chromium, vanadium, cobalt, manganese and tin are 
purchased from outsiders, as are the required amounts 
of Bessemer and low phosphorous pig iron and scrap 
metals. 





Preferred Accruals Eliminated 


Distribution of finished’ products is obtained through 
the maintenance of a chain of about 24 warehouses 
located at various strategic points and in connection 
with them nearby sales offices are also maintained. The 
company’s only foreign warehouses are located in 
Toronto and London, although agencies are still operat- 
ing in Melbourne and Tokyo. 

The capital structure consists of $10,800,000 of bonds 
of which $9,550,000 are 414’s due in 1948 and a direct 
obligation of the company while the remainder is a guar- 
anteed serial mortgage bond of a subsidiary which will 
be completely redeemed by March 1, 1945. An issue of 
334,320 shares of 5 per cent preferred stock is followed 
by 445,198 shares of no par value common. There 
were accumulated dividends of $40.75 a share on 
the preferred stock which have been eliminated by the 
exchange of one share of the old preferred and accumu- 
lated dividends for 1.4 shares of a new, 5 per cent con- 
vertible preferred issue. The new preferred stock, cumu- 
lative as to dividends from July 1, 1940, is con- 
vertible on a basis of two shares of common for each 
share of preferred. The old $100 par value common 
stock was exchanged for an equal amount of no par 
value new common. 

A survey of the company’s properties dated January, 
1, 1940, reduced the historical costs of the fixed tangible 
property from $80,577,306 to the present book figure of 
$40,753,799. This change in property valuation together 
with other smaller charges resulted in the changing of 
an earned surplus of $21,664,638 shown at the close of 
1939 to an operating deficit of $18,899,512 as of June 
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$V, 1940. It is proposed to eliminate this deficit and 
set up in its stead an earned surplus of approximately 
$2,030,145 through changing the par value of the com- 
mon stock and its stated book value. 

Despite the bookkeeping adjustments after the turn 
of the year which reduced the company’s total assets 
from $115,333,651 at the close of 1939 to $75,081,424 as 
of June 30, 1940, current assets at the later date were 
reported at $29,400,481 as compared with $27,810,969 
on December 31 last and $22,391,518 on June 30, 1939. 
Inventories on June 30 were $18,780,126 as compared 
with $13,519,195 a year ago and the largest increase in 
individual inventory items was in raw materials which 
were carried at $7,169,424 at the year-end and have since 
been substantially increased. Commenting on the rise 
in inventory in the annual statement, Mr. F. B. Huf- 
nagel, Chairman of the Board, pointed out that the 
additional amount represented the acquisition of sup- 
plies of ferro-manganese, tungsten and other alloying 
materials that might prove hard to get at a later date 
and the possession of which would permit the company 
to avoid delays and higher costs incidental to a real 
scarcity of these articles. 

Current liabilities of $6,562,427 on June 30 were com- 
posed of $950,000 of maturing bonds and tax reserves 
of $5,612,427. Total current assets were almost 41% 
times greater than total current liabilities and cash on 
hand on the same date was not only sufficient to take 
care of the bond maturities but a large part of the tax 
liability as well. There were no bank loans or similar 
obligations outstanding at the mid-year. 

As is the case with any business catering to the needs 
of heavy industry, earnings have always fluctuated in 
keeping with the fortunes of the capital goods manu- 
facturers. Accordingly, net income has followed the 
characteristic pattern of companies engaged in similar 
lines of endeavor. For the past ten years, however, 
Crucible Steel failed to cover a good part of fixed 
charges in but three of the ten years—1931, 1932 and 
1938—and in all but three of the years reported some 
earnings on the preferred shares. When business was 
reasonably good earnings mounted sharply on a rela- 
tively small improvement in sales, as witness the results 
of last year as compared with 1938. In 1939, a sales in- 
crease of less than $19,000,000 (Please turn to page 54) 
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BUSINESS: The company specializes in the manufacture and sale of 
addressing, mailing, office printing and duplicating machinery. All of 
the machines require numerous accessories in order to operate or to 
expand their field of application and it is the sale of these extras that 
provide more than 50 per cent of the company's gross income. The 
balance accrues from the sale of new machines. All large companies 
use at least one of the several machines made by the company. They 
are particularly applicable to large banks, public utilities, department 
stores, insurance companies, publishers and others having large quanti- 
ties of bills, circulars, printed forms, etc., to distribute and print. About 
25 per cent of total sales have been to foreign countries although the 
largest part of exports have been to Canada and Great Britain. 


FINANCIAL POSITION: The company maintains a strong financial 
position and adequate working capital. At the close of 1939, total cur- 
rent assets of $7,932,276 were more than 5 times larger than total cur- 
rent liabilities of $1,562,244 which was exceeded by cash items alone 
by more than $600,000. At the same time there were outstanding $2,- 
200,000 par value of 354 per cent debenture bonds due in 1953 of which 
$150,000 are callable each year at 100 for sinking fund purposes. An 
additional $150,000 of bonds were carried as a current liability since 
they are to be retired on December | of this year. 


OUTLOOK: The adaptability of the company's products to rising in- 
dustrial and business activities holds promise of moderately better busi- 
ness over the medium term. Army training and increased staffs of 
Government bureaus will necessitate enlarged purchases of stencils, 
type plates, ribbons, inks and the countless other accessories that repre- 
sent the company's major stock in trade. Earnings in the first half of 
this year serve to show the probable longer term trend and in the in- 
terim it is likely that the current $0.25 quarterly dividend rate will be 
maintained despite the fact that it was recently reduced from $0.35 a 
quarter in order to conserve cash for expansion purposes. 





MARKET ACTION: Address- Market Address-Multi’s 
Multi. Average moves in rel. to av. 

‘37 high to '38 low.. ... 53% decline 64% decline 17% narrower 

‘38 low to '38 high......... 80% ad 16% ad 5% wider 

'38 high to "39 low... 48% decline 34% decline 41% wider 

'39 low to ‘39 high...... 77% advance 44% advance 715% wider 


Average volatility on four moves 12% greater on declines but 40% greater on advances 
than M. W. S. index of 309 common stocks. 


COMMENT: Recent price—I5. While earnings should be moderately 


better than a year ago current prices are sharply below 1939 high levels. 


Long-Term Record 


Net Net ‘ 
Sales Income Net Per Divi- Price 
Year (millions) (millions) Share dends Range 
1032......... Bae d$.372 d$.51 $.50 14 - 8 
|. pe 6.075 d .322 d .43 Reais 1s 514 
RTS 8.407 465 -62 ieee 1134- 6 
a: 9.518 830 111 30 24%p- 8 
1936........ 11.789 1,320 1.75 95 3714-291/g 
See 14.515 1.951 2.59 1.30 36 “16% 
1938. ‘ 12.141 .907 1.20 1.40 30 -16% 
ae 11.580 .022 1.35 1.05 2714-1514 
1940 (1st half).. N 97 66 * 35 *1919-121/ 
1939 (1st half). . N 6.56 eet, ~~ ol a upethemeree 


A 6.429 
*—To date. NA—Not available. d—Deficit. 
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BUSINESS: Borg Warner formerly was almost totaly dependent upon 
the automotive industry for its sales but in more recent years has de- 
veloped a line of products including the well publicized Norge" refri- 
gerator, household equipment and varied items processed from steel. 
Automotive equipment still furnishes approximately 50 per cent of gross 
sales although the Norge line now accounts for about 33 per cent while 
miscellaneous items supply the remainder. The automotive line consists 
principally of transmissions and clutches with smaller sales of carbure- 
tors, universal joints and chains making up the remainder. Almost every 
car made contains at least one of Borg-Warner's products. Since the 
beginning of this war the company has been receiving small orders for 
aviation parts, and other items for the Army and the Navy. 


FINANCIAL POSITION: There are neither preferred stocks nor fund- 
ed debt ahead of the 2,336,710 shares of $5 par value common stock 
outstanding at the end of June of this year. At the same time, net 
working capital of $26,311,034—which consisted of nearly $16,000,000 
in cash as well as ample inventories as compared with but routine cur- 
rent debts of $7,407,109—was apparently more than ample for the com- 
pany's immediate needs. Inventories, at $12,087,137, were about $2,- 
000,000 higher than on the same date of a year ago but since they 
represented only about 20 per cent of 1939 net sales they do not ap- 
pear to be burdensome. 
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OUTLOOK: The company is favored by practically every recent indus- 
trial development. The automobile industry plans to operate at even 
somewhat better levels than in 1939 and rising consumer purchasing 
power make the prospects of the refrigerator division and other spe- 
cialties attractive. Coupled to these is the fact that the company is 
participating increasingly in the rearmament boom and while the amount 
is as yet relatively small it is possible that the business will reach impor- 
tant proportions. Based upon half year results, it is estimated that 1940 


| earnings will run approximately 20 per cent ahead of 1939. 


MARKET ACTION: Borg Market Borg Warner's 
Warner Average moves in rel. to av. 

‘37 high to '38 low......... 67% decline 64% decline 4% wider 

38 low to '38 high......... 191% advance 16%, advance 59% wider 

‘38 high to '39 low......... 48% decline 34% decline 41% wider 

39 low to '39 high......... 12%, advance 44% advance 63% wider 


‘ ae volatility on four moves 41% greater than M. W. S. index of 309 common 
stocks. 


COMMENT: Recent price—l9. With earnings moderately higher than 
last year's satisfactory levels the shares are selling about 68 per cent 
below their 1939 highs. 


Long-Term Record 


Net Netincome Net Per Divi- Price 

Sales (millions) Share (a) dends (a) Ranse(s) 
| See NA d$.598 d$.36 $.121% Ti%e- 1% 
ee NA 1.196 4 12% 1114- 23/4 
—..... NA 3751 1°53 62% 15%. 8 
aeons NA 6.983 2:75 ‘87 3514-141 
| ee NA 8.327 3.57 2.00 4514-32 
| NA 8.348 3.63 2.50 50-2214 
eee NA — d._.090 d .01 25 3655-161 
) ae NA 5.684 2.43 1.35 32-1834 
1940 (1st half). . ~ vo. 1.21 *75 *25 74-1274 


1939 (1st half). . A 2,4 1.03 Rpexe 
NA—Not available. d—Deficit. *—To date. (a)—Adjusted for 2-1 
split, March, 2937. 
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BUSINESS: The company is engaged in one of the more stable branches 
of the automotive equipment industry. It manufactures cylinder blocks 
for automobiles and tractors and also manufactures a new alloy metal 
"Proferall" which is adaptable as a replacement for a number of other 
alloys in automobile construction. Other products—of lesser importance 
—include cylinder heads, housings, special type brake drums, manifolds, 
flywheels, etc. The company ranks as the largest of its type in the world 
and its customers include General Motors, Ford, Chrysler and most of 
the independent automobile manufacturers. 


FINANCIAL POSITION: There are no funded debt or bank loans 
ahead of the 344,925 shares of common stock which were outstanding at 
the year end. At that time, current assets of $2,988,824 were nearly 
five times larger than total current liabilities. Cash items of $969,384 
were in themselves well in excess of then total current liabilities. By 
the middle June, 1940, total current assets had risen to $3,122,435 and 
the asset ratio rose to better than seven to one. The company's inven- 
tory position at the close of 1939 was satisfactory although approxi- 
mately 30 per cent greater than at the close of 1938. Inventories of 
approximately $1,241,800 at the close of last year were equal to approxi- 
mately 25 per cent of the year's net sales; a not burdensome position. 
Dividends, which were resumed in 1935 after a lapse of 3 years, have 
been maintained to date. 


OUTLOOK: Under seasonal influences, the first half of the company's 
year is generally less profitable than the second half. Yet, in the first 
half of 1940 the company earned $1.07 a share of common stock as 
compared with a small loss in the same period of 1939. Second half 
results should be considerably better than those of a year ago and the 
longer term outlook is enhanced by the possibility that the company 
will eventually participate in defense orders to a fair extent. In the in- 
terim, increased automobile and tractor demand promise sustained busi- 
ness to the company for some time ahead. Dividends, likewise, should 
be continued although the rate may later be improved. 


Campbell, 


MARKET ACTION: Wyant & Market Campbell’s moves 
Cannon Average in relation to avge. 
‘37 high to '38 low......... 16% decline 64% decline 18% wider 


‘38 low to '38 high......... 137% 16% 83% wider 

‘38 high to '39 low......... 55% decline 34% decline 61% wider 

'39 low to '39 high......... 94% advance 44% advance 113% wider 

” Average volatility on four moves 38% greater on declines but 98% greater on advances 
han M. W. S. index of 309 common stocks, 


COMMENT: Recent price—I5!/. Longer term prospects are improved 
by prospects of heavier orders for rearmament purposes. 





Long-Term Record 


Net Sales Net Income Net Per Divi- Price 


Year —* '(millions) (millions) Share dends Range 
ee NA d$.312 d$.93 eres 9%4- 2% 
Lo: ee NA .040 12 vey 1614- 2 
| SRS NA d .017 d .05 weies 15%- 6 
| 2 NA 654 1.90 $.65 333%4- 7% 
i eae NA 1.045 3.04 2.25 4014-30 
) _——e NA 415 2.62 1.25 373/g-101/o 
)  ———— NA d 199 d .33 aa 201h- 8% 
1939. . $4.795 .321 .93 .20 173%54- 9, 
1940 a st half). . NA .369 1.07 * 90 *1910-11 
1939 (1st half). . NA d .039 d .11 nn ee ene 

NA—Not available.” d—Deficit. *—To date. 
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| stock dividend also 2-1 split in 1937. 
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BUSINESS: As far as high-powered broadcasting outlets are concerned 
Columbia Broadcasting System is the largest in the radio industry. The 
System operates 119 stations in 117 cities located in the United States, 
Canada, Hawaii and Puerto Rice. In addition to broadcasting facili- 
ties, Columbia maintains complete artists bureaus and other facilities 
for the benefit of the public and the advertiser. Entertainers are pro- 
vided for private affairs as well as for radio broadcasting. 


FINANCIAL POSITION: At the close of 1939 there were no funded 
debt or other fixed obligation ahead of the A and B common stocks 
although there were approximately $2,381,150 outstanding in bank loans 
and mortgages. The A and B shares, differing only in the manner in 
which they elect representative directors, were outstanding in the com- 
bined amount of 1,716,277 shares at the end of last June. At the close 
of 1939, the company was in an excellent financial position with current 
assets of $10,303,782 being nearly 2! times as large as total current 
liabilities. Cash items of $6,318,916 were in themselves well in excess 
of the total quick debt of $4,316,730. Net income for the first 6 
months of 1940 was $2,957,276 or approximately 8 per cent higher than 
a year ago. 
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OUTLOOK: Although non-recurring expenses for covering various poli- 
tical activities are likely to take a somewhat larger toll of earnings than 
in off-years, increased time sales will probably maintain the gains in net 
income indicated for the first half of the year. The Columbia Recording 
Corp. and subsidiaries acquired in 1939 will probably add substantially 
to the company's earnings as will the additional broadcasting facilities 
which have been added from time to time to the system. Earnings for 
the past four years have been relatively high and this year's results are 
not likely to be sharply higher than the four year average thus minimiz- 
ing the possible adverse effect of high excess profits taxes upon the net 
available for the stockholders. 


MARKET ACTION: Col. B'd’c’tg Market Columbia's moves 
ompany “B”’ verage in relation to avge. 
‘37 high to '38 low... 57% decline 64% decline 12% narrower 


68% advance 76% advance 

38 high to '39 low... 38% decline 34% decline 12% wider 

*39 low to '39 high 81% advance 44% advance 84% wider 
Average volatility on four moves about even on declines but 37% greater on advances 

than M. W. S. index of 309 common stocks. 


COMMENT: Recent price—l0. Excellent average earnings for the 
past four years indicate no additional heavy penalization by taxes for 
this year. 


*38 low to '38 high... 10% narrower 





Long-Term Record 
Gross Net 


Income Income Net Per Divi- Price 

Year (millions) (millions) Share(z) dends (z) Range 
ED NA $1.623 $.94 $ .80 NA 
Lo: Se NA 924 54 .80 NA 
.. . ee A 2.274 1.32 1.38 NA 
1935 $21.417 2.810 1.64 1.30 NA 
193 7.780 3.756 2.20 1.65 NA 
1937 34.240 4.298 2.52 1.95 3114-1658 
ae 32.663 3.542 2.07 1.25 2234-13 
ee 317 5.002 2.93 1.50 2514-14 
1940 (1sthalf). 17.689 2.957 1.72 *4.35 *2614-16 
1939 (1sthalf). 15.077 733 Wie ae see, - es remeaees 


; 2. 
(z)—Combined “A” & ‘'B" shares adjusted for 5-1 split i in 1934 and 50% 
NA—Not available. *—To date. 
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BUSINESS: General Time Instruments Corp. manufactures and sells a 
full line of time pieces ranging from large wall clocks to wrist and 
pocket watches. Other time pieces include tower clocks, vault time 
locks, timing devices for cooking and industrial purposes, time recording 
devices and various instruments. These devices are both spring and 
electric motor driven. Trade names include the well-known labels of 
Westclox, Big Ben, Little Ben, Seth Thomas, Stromberg and Sterling. 
Through the Seth Thomas line the business is a direct descendent of a 
clock making firm established early in the last century. 


FINANCIAL POSITION: The company has no funded debt and at the 
close of last year, no bank loans or similar obligations. An issue of 
38,539 shares of 6 per cent dividend, $100 par value preferred stock 
preceeds the 333,243 shares of no par common stock which were out- 
standing on June 30, 1940. Since the first of the year the company's 
financial position has probably showed further improvement over the 
very strong showing made in the 1939 balance sheet. At-the first of the 
year, total current assets of more than $7,000,000 were nearly six times 
greater than total current liabilities of $1,201,846. Cash items alone 
of nearly $3,000,000 were in themselves well in excess of the total quick 
debt. Working capital of more than $5,800,000 was apparently ample 
for the company's needs. 


OUTLOOK: The company has two foreign subsidiaries—one in Canada 
and the other in England—but the English plant has been closed for the 
duration of the war. On the other hand, the Canadian plant is operat- 
ing at close to full capacity and promises to continue to do so as long 
as war conditions persist. During the past four years sales were remark- 
ably stable in the vicinity of $11,000,000 per annum. It is likely that 
1940 sales have been running comfortably ahead of those of a year ago 


although due to capital leverage it is probable that the increase in sales | 


has not been as great as the gain in earnings per share. Longer term 
prospects are enhanced by the company's ability to manufacture needed 
munitions equipment. 








MARKET ACTION: General Market Time Instr’s moves 
ime Instr. Average in relation to avge. 
‘37 high to ‘38 low......... 68% decline 64% decline 47% wider 
"38 low to '38 high......... 44%, d 76% ad e 42% narrower 
‘38 high to '39 low......... 45% decline 34% decline 32% wider 
39 low to '39 high.... . 69% ad 44% ad 57% wider 
Average volatility on four moves 18% on declines but 49% greater on advances than 


M. W. S. index of 309 common stocks. 
COMMENT: Recent price—I9. Sharply higher earnings for this year 
will be subject to excess profits. 


Long-Term Record 





Net Net 
Sales Income Net Per Divi- Price 
(millions) (millions) Share dends Range 
$4. + d$5.86 ma NL 
4.7 $.04 d .99 As NL 
6.7 .69 38 NL 
19 85 2.24 NL 
11.7 1.42 3.63 $.75 441/2-301/f 
12.3 1.32 3.29 1.75 4374-16 
9.7 10 d .38 5 2014-14 
11.7 1.00 2.31 1.00 18 -101% 
5.5 6 1.43 1.25 x2314-13% 
1939 (24 wks.). . _ ee ey | es a ees 


a 18 aor 
t—Not reported. d—Deficit. x—Todate. NL—Not listed. 
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BUSINESS: McCrory Stores Corp. operates a chain of variety stores 
with a line of merchandise ranging in selling price from 5 cents to $1, 
As of August 31, 1940, the company had 203 units in operation although 
the number of stores open vary considerably from time to time. One 
or more stores are operated in twenty-five states with the greatest con- 
centration being in the highly industrialized and populous areas of the 
East. A plan of reorganization which was effectuated in 1936 permitted 
the company to adjust previously burdensome leases and to regain 
working capital. 


FINANCIAL POSITION: The capitalization consists of about $2,920,000 
of long term debt, 50,000 shares of $6 dividend convertible preferred 
and 990,253 shares of $1 par value common stock. At the close of 
1939, the company was in a strong financial position with total current 
assets of $10,727,349 being better than three times greater than total 
current liabilities of $3,515,832. Cash items of $5,193,000 were in them- 
selves well in excess of the total near term debt. Inventories of $5,526,- 
042 after suitable reserves, were well above those of the previous year 








of more than $46,000,000 for the current year. 


time goes on. At this time sales are favored by the location of the 
ingly active. Over the longer term it is probable that profit 
margins will decline somewhat due to the increasing difficulty of obtain- 
ing satisfactory merchandise to sell within the price limits established 
by the company. However, there will probably be no compromise with 
quality and while profit margins will decline somewhat, net earnings— 
due to larger sales volume—will probably be moderately better than in 
the more recent past. 





MARKET ACTION: McCrory Market .McCrory's moves 
Stores verage in relation to avge. 

‘37 high to '38 low......... 715% decline 64% decline 14% wider 

38 low to '38 high......... 23% ad 16% ad 61% wider 

‘38 high to '39 low......... 27% decline 34% decline 20% narrower 

39 low to '39 high......... 16% advance 44% advance 72% wider 


Average volatility on four moves about 3% greater on declines but 66% greater on 
advances than M. W. S. index of 309 common stocks. 


COMMENT: Recent price—I5'/. While never highly volatile the 
shares should reflect more adequately the constantly improving position 
of the company. 


Long-Term Record 


Net Sales Netincome Net Per Divi- Price 

ear (millions) (millions) Share dends Range 
493R%R)...... 39.67 d$.10 d$.91 ea (a)16 - 6% 
1933 (R)...... 31.9 d .38 (R) (a) 4%- % 
1934 (R)...... 34.13 ta? (R) (a)1914- 11/6 
TSS). 00s. 35.39 1.77 (R) eas (a)14%- 71% 
By 6 caboo 40.24 2.44 2.16 es (a)1614-115 
LC ae 41.00 2.17 1.89 $.50 QA1fy- 13/5 

ee 40.01 1.77 1.48 15 1334- 6 
ee 43.19 2.23 1.95 1.00 173- 93,4 

1940 (1st half). 20.02 5 tT ae 17%-10 
1939 (1st half) |S SS er ae oa eee 8 ee Rn 20ers 


F t t its 
R)—Receivership. d—Deficit. {—Not reported. (a)—Old stock ex- 











changed share for share for new. 
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THE MAGAZINE OF WALL STREET 














although they were relatively small in comparison with prospective sales | 


OUTLOOK: The reorganization substantially improved the company's 
power to operate profitably, a fact that is becoming more apparent as | 


principal stores which are situated in areas that are becoming increas- | 
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RUSTLESS IRON & STEEL CORP. 
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BUSINESS: This company is a manufacturer of alloy steels of the rust- 
less or stainless variety. The alloys are mainly of chrome in combina- 
tion with iron and in certain cases with nickel. The metals are produced 
in electric furnaces and are sold in semi-finished ingots, billets, slabs, 
sheets and bars. These products are in demand wherever a corrosion 
proof, light steel alloy is desired. American Rolling Mills is rated as 
being the company's best customer, taking about 28 per cent of the 
total amount billed in 1939. The company is not completely integrated 
inasmuch as most of its required materials and power are purchased 
from others. The most critical raw material is chrome which the company 
currently purchases abroad although it expects to become self-sufficient 
in this item in the near future. 


FINANCIAL POSITION: About 36,512 shares of $2.50 preferred stock | 


and 926,547 shares of $1 par value common stock constituted the com- 
pany's only capital obligation on June 30, last. There were, however, 
$1,500,000 of bank loans outstanding at the same date, representing 


Dividend Payers (contd) 





additional funds require to finance plant expansions made necessary to | 


handle the large volume of business that has been accruing in recent | 


months. Despite bank loans, the company was in a good financial posi- 
tion with current assets of $3,319,040 being almost 3 times greater than 
total current liabilities. Of the total current liabilities of $1,135,582, 
approximately $200,000 was short term bank debt not included in the 
long term figure given above. Inventories of $1,754,189 were substan- 
tially higher than a year ago although in this instance such an inventory 
position is desirable in view of the scarcity of some materials. 


OUTLOOK: The growing demand for alloy steels has found reflection 
in record size unfilled order backlogs for this company. Production 
facilities are being expanded but so far the increased capacity does not 
seem likely to become burdensome in the later event of a somewhat 
slower pace of industrial activity. Profit margins will continue to be 
satisfactory. 


MARKET ACTION: Rustless Market Rust. 1. & S. moves 
: Iron & Steel Average in relation to avge. 
'37 high to '38 low......... 71% decline 64% decline 10% wider 
38 low to '38 high. .... 145% advance 76% advance 90% wider 
'38 high to '39 MEW conic ca 40% decline ee] decline 17%, wider 
39 low to '39 high. . . 92% advance 44% advance 109%, wider 


Average volatility on four moves 15% wider on declines and 99% wider on advances 
than M. W. S. index of 309 common stocks. 


COMMENT: Recent price—13!/2. The company operates in one of the 
fastest growing divisions of the steel industry. 


Long-Term Record 


Net Sales NetIncome Net Per Divi- Price 
Year (millions) (millions) Share dends Range 
| eee NA NA NA ae NL 
io NA $.02 Ie ee NL 
IN oo 56sec s $ .8 d .02 d$.03 acre NL 
Se ce ore cack 4.7 17 aa 7 4 - 3% 
a 2.6 35 43 13%- 3% 
Se 4.2 71 Ry, 173%4- 5 
ps Bienes 2.3 .08 .01 or 2%4- 5 
LL ae 6.4 1.09 t.43 $.25 15%- 7 
1940 (1st half). . 4.2 63 = * (45 *15%4- 8 
1939 (1st half). . 2.4 FA is AMM se 5 wy REM E Se 
(1)—10 months. {—Not reported. NL—"Not listed. *—To date. NA— 
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BUSINESS: In addition to manufacturing approximately 20 per cent 
of the paper bags of all sorts made in this country Union Bag & Paper 
also makes kraft pulp, liners, corrugating board and paper. Bag making 
plants have a capacity of more than 8,000,000 bags an hour and most 
of the pulp consumed in the making of kraft products is made by the 
company from its own pulp woods. Ample timber lands are owned in 
Florida, Georgia and South Carolina. Recent chemical discoveries 
whereby kraft pulp becomes usable for rayon as well as fine papers 
makes Union Bag & Paper's timber reserves increasingly valuable. 


FINANCIAL POSITION: The company has $4,996,778 of serialized 
funded debt outstanding. Of this amount, $4,600,000 is due in ten 
installments beginning within the next three months while the remainder 
is not due until 1943. The serial issue is held by two large insurance 
sompanies. Following the funded debt is an issue of 1,262,729 shares 
of no-par value capital stock. The financial position of the company is 
satisfactory. As of the close of 1939 the company had total current 
assets of $5,104,591 which were approximately five times greater than 
total current liabilities. Total current liabilities of $989,021 were just 
slightly lower than total cash on hand at the year end although they 
Included a small amount of notes payable at that time. Inventories 
of $2,396,561 were low in view of the company's 1939 sales. 


OUTLOOK: The inability of the paper industry to obtain adequate sup- 
plies of pulp due to war conditions abroad place such companies as 
Union Bag & Paper in a favored position due to its ability to supply 
the greatest part of its pulp requirements from its own properties. Paper 
prices fromise to remain relatively high during the period immediately 
ahead and accordingly indicate that this company's satisfactory profit 
margin will be fairly well maintained. If net income continues at the 
same levels of that of the twelve months period ended June 30, 1940, 
the company may very likely established a new high record for earnings 
this year. 

Market 


MARKET ACTION: Union Bag Union's moves in 
& aper verage relation to avge. 

'37 high to '38 low......... 66% decline 64% decline oe wider 

'38 low to '38 high... 97%, ad 16% advance 27% wider 

‘38 high to '39 low......... 80% decline 34%; decline 126% wider 

'39 low to "39 high......... 105% advance 44% advance 138% wider 

P ee volatility on four moves 73% greater than M. W. S. average of 309 common 

stocks. 


COMMENT: Recent price—!2!/,. While the shares are quoted about 
30 per cent above their year's low point earnings promise to touch a 
new high. 





Long-Term Record 


Net Sales Netincome Net P Divi- Price 
Year (millions) (millions) Share (a) cae (a) Range(a) 
ee $6.4 d$ .3 d$.44 2Q%- 1% 
1933. 8.3 4 69 15 -1¥% 
WN so s04s 0% 9.3 al t.07 $1.00 1514- 9% 
OO 9.5 a .28 6214 1254- 7114 
Se 11.8 4 37 50 1714- 9% 
le tN, 1.4 1.32 50 2234- 8% 
ss aic0'n << 16.5 A) .86 121 151%4- 1% 
, SEP 17.6 9 -16 rere 314- 6 
1940 (1st half)... 10.5 1.6 1.26 * 5S *1834- 91% 
1939 (1st half). . 7.5 a .18 wlan.  <mawenseae 
(a) ~_Adjusted for 4-1 split in 1937. d—Deficit. *—To date. 
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E. the second time in the past ten years American 
Locomotive Company has reported a profitable first 
half year’s operations. True, earnings for the first six 
months of 1940 did not cover fully preferred dividend 
requirements — having missed the necessary $3.50 a 
share by approximately 15 cents—but they did mark a 
continuation of profitable operations started with the 
final half of 1939. From what can now be foreseen, there 
is not likely to be any immediate reversal of the uptrend 
in earnings although there will undoubtedly be some 
change in the source of future profits. 

Most of the profits of the last half of last year and 
the first half of 1940 were made practically without bene- 
fit of any directly war engendered business. Until but 
a few months ago, American Locomotive had received 
only a very small amount of Army or Navy business 
although Canadian subsidiaries were more fortunate. 
Most of the $16,606,766 of net sales reported for the 
first six months of this year were for locomotives, Diesel 
switching engines and the several other items made by 
the company which include springs, castings and other 
relatively less important products. Last half 1940 state- 
ments will probably include a somewhat greater pro- 
portion of government business, for since passing mid- 
year American Locomotive has received among other 
orders one for an unnamed number of tanks for the 
American government at a price of $32,070,000 and gun 
carriages for the same buyer valued at approximately 
$2,500,000. 

It is probable that the gun carriages will begin to 
come out of production before the year end although it 
is not likely that any appreciable deliveries will be made 
on the tank order until the first half of next year. While 
these government orders offer assurance of longer term 
profitable operations, of more immediate importance is 
the fact that the railroads are buying locomotives again 
and will probably step up the pace of their buying as 
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demands upon their service facilities continue to increase, 

During the first nine months of this year American 
Locomotive received orders for 55 steam engines and 30 
Diesel-electric engines. During the whole of 1939 the 
company received domestic orders for but 25 steam 
locomotives and 53 Diesel-electric engines. To this 
amount should be added 11 steam locomotives ordered 
for service in Brazil making a total of 36 in all. There 
were no Diesel-electrics sold abroad last year and in 
fact, only 2 such engines have been sold to foreign buyers 
during the past 4 years. 

With the best buying season yet ahead it is probable 
that American Locomotive will receive considerable addi- 
tional business in locomotives although it is not likely 
that total locomotive orders for 1940 will approach the 
record of 1936 when 159 engines were purchased nor 
even that of 1937 when orders for 65 locomotives for 
domestic use were supplemented with foreign orders for 
28 engines for China and Mexico which made a total of 


93 for that year. Nevertheless, this year’s locomotive | 


business—despite the unenthusiastic predictions of Mr. 
W. C. Dickerman, the president of the company, made 
upon the occasion of the annual meeting last April— 
should be better than the recent ten year average and 
quite satisfactory. 


Canada Active 


The Canadian subsidiary is active both on Canadian 
government work and work for Great Britain. Details 
of orders and operations are naturally not made public 
since Canada is at war, so there is no way in which the 
potential business of this end of American Locomotive’s 
activities can be guaged. It is known, however, that of 
the consolidated net income of $1,313,572 reported by 
American Locomotive Co. for the first half of 1940, 
approximately $315,253 accrued from the Canadian sub- 
sidiary after conversion from Canadian to American 
funds at the official rate of exchange. The fact that 
the Canadian subsidiary is able to sell upward of 30 
locumotives each year indicates that it can be a sub- 


stantial contributor to net income now that all Dominion 
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BY STANLEY DEVLIN 


production facilities are engaged at full capacity. 

During the first world war the locomotive builders 
became one of the principal sources of armaments and 
munitions. Of the total quantity of such supplies turned 
out by the industry, American Locomotive was second 
only to Baldwin Locomotive in the amount produced. 
However, in common with many manufacturers who 
were engaged in such business, American Locomotive 
scrapped or dismantled its munitions production equip- 
ment soon after it became generally believed that there 
would be no future need for such material. That the 
belief was wrong is now apparent but since the equip- 
ment for the making of munitions has been destroyed 
and newer and more adaptable plants have since sprung 
up to take on the burden of munitions making, it is not 
likely that the locomotive builders will again play quite 
such an important part in this particular field. 

The locomotive builders, despite the changes of the 
past twenty years, are still able to help the nation in 
time of war or in defense preparation, for the fashions 
of war have also changed and these changes bring de- 
mands for defensive equipment such as tanks and gun 
carriages which the locomotive builders are peculiarly 
equipped to furnish. 





ocomotive Gets Busy 


Even Without 
War Orders, 
Backlog Approaches 


Former Records 


anything approximating the profits of the 1914-1919 
era will be seen. On the $32,070,000 order for tanks it 
is probable that the profit will be not more than $2,500,- 
000 gross, and will probably be considerably less after 
the deduction of taxes and other costs not strictly 
chargeable to operations. These orders will serve to keep 
plants operating at full capacity and thus increase oper- 
ating efficiency and, per se, eventual profits. 

The receipt of the government tank order has had 
another effect and that is to bring unfilled orders up to 
the unprecedented height of $48,070,000 as of the end 
of September. Excluding the tank order the order- 
backlog was $16,000,000 in itself a sizeable figure and 
excelled in only the most prosperous years of the last 
decade. Even in the unlikely event that the company 
receives no further orders this year, those now on hand 
are sufficient to maintain plants at close to peak capacity 
operations for the next twelve months. 

That it is unlikely that the company will receive no 
further orders this year is said advisedly since the rail- 
roads are again coming into the market for new tractive 
equipment and some expansion in export demand for 
locomotives is anticipated. Moreover, the company also 
manufactures a number of specialties which should serve 
to hold plant activities at high levels. In recent months 
the U.S. Navy has made small purchases of special cast- 
ings from American Locomotive and more are contem- 
plated as the active naval (Please turn to page 64) 








New heavy types of anti-aircraft guns 
and similar armament require heavy car- 
riages and equipment which call for the 
skillful manipulation of steel, while tanks 
of varying weights up to 70 tons can 
be built by no other manufacturer than 
the railroad equipment maker with the 
same facility and understanding of the 
problems involved. The recent order for 
$32,070,000 of tanks to American Loco- 
motive and orders in approximately the 
same amount to American Car & Foun- 
dry and Baldwin Locomotive indicate 
the possible scope of this type of busi- 
ness. In addition to the American order, 
American Locomotive’s Canadian sub- 
sidiary is said to have received an order 
for 500 tanks for the British government 
although their size and cost is not given 
out. 

While the above developments since 
the last war may be favorable to the 
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company’s position it is improbable that 
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Tax Effects 


Some light as to the effects of the 
excess-profits tax and the increase 
in normal corporate taxes among 
the utility companies is afforded by 
the statement of Columbia Gas & 
Electric directors in declaring a 10- 
cent dividend recently. For 1939 
the total of all taxes, federal, state 
and local, was $1.04 a share of com- 
mon stock. The directors now an- 
ticipate that the increases already 
enacted will come to more than 25 
cents per share of common. The 
direct relationship between these 
taxes and dividend policy is shown 
by the reduction in this latest pay- 
ment from the 20 cents declared in 
May of this year. 





Charles Phelps Cushing. 


Going to work at the yard of the Sun Shipbuilding Co. at Chester, Pa. Government 
orders have swamped the facilities of practically all ways in the country, and Navy 





For Profit and Income 








Capacity Operations 


Firestone Tire & Rubber Com- 
pany's plants at Akron, Ohio, are 
reported to be operating twenty- 
four hours a day, six days a week, 
and this schedule also prevails in 
the plants at Memphis and Los An- 
geles. Nevertheless, no market en- 
thusiasm for the rubber stocks, 
except in a technical way, can be 
stirred up so long as the present 
doubtful situation with respect to 
shipments of crude rubber from the 
Netherlands Indies continues. Al- 
though the U. S. Government has 
edopted a plan of building up re- 
serve stocks of rubber in this coun- 
try, insufficient progress has been 
made as yet to assure the rubber 


funds are being awarded to augment yards and equipment. 


manufacturers or the public of an 
adequate supply if trouble were to 
develop in the Far East. Substi- 
tutes could shortly be made avail- 
able, but meanwhile it is quite prob- 
able that a shut-down of natural 
rubber shipments to this country 
would mean chaotic price conditions 
and possibly rationing of tires to 
consumers. Current prices around 
20 cents a pound for crude rubber 
lave not yet reached the point of 
squeezing the tire makers’ profit 
margins. 


September Sales Lower 


Sales of a number of merchandis- 
ing chains made disappointing show- 
ings last month as compared with 
a year ago. For example, Woolworth 
sales were 2.4 per cent below a year 
ago, although for nine months the 
gain amounted to 4.5 per cent. In 
the case of H. L. Green, the Septem- 
ber drop was 4.5 per cent, against a 
gain of 3.6 per cent for the eight 
months ending September. Explain- 
ing the drop in sales last month is 
the fact that September, 1940, had 
only four Saturdays in the month 
while a year ago there were five. 
In addition, H. L. Green had onl) 
149 stores in operation on Septem- 
ber 30, which represented a reduc- 
tion of 2 over the year. 


Record Orders 


General Eiectric Co. has an- 
nounced that orders received for 
turbines in the first nine months of 
1940 were more than $90,000,000, a 
new record. The orders were divided 
about equally between U. S. Navy 
work and regular utility and indus- 
trial customers. The last time any 
such quantity of turbine business as 
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this was booked was in 1917 when 
orders amounted to $56,000,000. 
Over the next fifteen months Gen- 
eral Electric will spend $50,000,000 
in expansion of its plants at Lynn, 
Mass., Pittsfield, Mass., Schenec- 
tady, N. Y., Erie, Pa., Bridgeport, 
Conn., Philadelphia, Pa., and Fort 
Wayne, Ind. The company will 
finance this expansion out of its own 
resources, With a good part of it 
coming under the provisions of the 
Government’s new plan for enlarge- 
ment of national defense facilities. 


Reprieve 


One of the country’s old-line cor- 
porations is taking steps to prevent 
its existence from expiring by limita- 
tion within a few months. Ameri- 
can Sugar Refining Co. was incor- 
ported on January 10, 1891, with a 
limit of 50 years, so its charter 
would automatically expire next 
January. Stockholders are being 
asked to approve by a two-thirds 
najority a new lease on life to ex- 
tend through January 10, 1991. 


Earnings Comeback 


Among the outstanding perform- 
crs in recent sessions has _ been 
General Steel Castings preferred. 
This issue has been down as low 
as 14 during 1940 and has recently 
touched a high of 50°4. Accumula- 
tions of unpaid dividends as of 
October 1, amounted to $55.50 a 
share. There are only 100,000 
shares of this issue outstanding, 
with the common owned by several 
of the larger rail equipment com- 
panies. In addition to heavier or- 
ders for locomotive chassis, Gen- 
cral Steel Castings has been receiv- 
ing both British and American busi- 
ness in supplying the armor for 
heavy tanks. Earnings have shown 
extremely wide variations over the 
past decade and at the present time 
the uptrend is very pronounced, 
with first half results of 72 cents a 
share of preferred likely to be great- 
ly exceeded in the current. six 
inonths. 


135 Per Cent Gain 


Sales of General Motors cars and 
trucks to dealers totaled 124,692 in 
September, an increase of 135 per 
cent over September, 1939. Con- 
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FOUR SPECIAL SITUATION GROUPS 


Tabulated below are representative issues in four groups that are for one reason or another 
in positions out of the ordinary at the present time. Canadian gold mining stocks are offering 
extremely high yields to American investors, due to the discount on the Canadian dollar, the 
fear of higher Canadian taxes, and doubts as to the relation between the price of gold and the 


costs of the mines. 


New York bank stocks acquire new interest because of the recent persistent 


growth in commercial loans in this district, presumably as a result of the business pickup and 


defense activities. 


The trend would have to go considerably further, but it could mean the 


retrieval of some part of the banks’ normal earning activities. Steet preferred issues, of all 
grades, are in the limelight bcause of the sudden return to capacity operations and the effects 


of the excess profits tax. 
the same reasons. 


Second grade rail bonds have stood out in the market for very much 


Each of these groups involves a speculation of a different sort and no blanket recommenda- 


tion is intended. 


For those looking for particular qualities, however, the issues below deserve 


CANADIAN GOLD MINING 


attention. 
Earnings 
1st Half 

Company 1939 1940 
Lake Shore Mines (June)... . . Qa eee 
Hallinger Consolidated.......... 1.15 0.60 
Mcintyre Porcupine (March '40).... 4.66 1.22* 
Noranda Mines. . ete ... 4.98 2.31 
Wright-Hargreaves (August) i 0.74 a 


NEW YORK BANKS 


Bankers Trust............ 2.86 
Chase Nat'l Bank......... 1.80 
Guaranty Trust.......... 43.15 
Manufacturers Trust... .. . 3.7% 
National City...... Zi. 3.04 


STEEL PREFERREDS 


Bethlehem Steel 7 . 23.08 5.84 
Jones & Laughlin 7 ; 5.43 5.58 
Pittsburgh Steel Prior 51/o . 4.18 3.49 
Republic Steel A (6) 37.80 22.85 
United States Steel 7. . 11.41 10.08 


SECOND GRADE RAILS 


Coupon 
N. Y. Central... .. ; 4% 
Pere Marquette... ; 4 
Iinois Central......... : ; 45/4 
Southern Railway. ..... ne : 4 
Pllts. &'W. Va......... 4 


* % ended 6/30/40. (a) Pd. 3.75 in 1939. 


Divi- 
dend Recent 1940 Price Range 
Rate Price Yield High Low 
2.00(a) 14%, 13.3 25% 10 
1.10 12%, 11.8 12 5%, 
2.00 36 5.5 471, 26 
4.00 58 6.9 78% 43 
-70 43g 15.5 68 3% 
1939 Rance 
2.00 49% 4.4 6114, 47\/, 
1.40 29%, 4.7 38% 29 
12.00 271 4.4 290 235 
2.00 33% 5.9 4114 35% 
1.00 241% 4.8 32% 221, 
1940 Div'd 1940 Range 
5.25 123 5.7 12514 1091, 
3.00 8514 meee 9112 481, 
art 51 eates 5712 19 
4.50 85% ie 863, 60 
5.25 123 5.7 125 10314 
Current 
Maturity Yield 
2013 57% 7.79 60%, 38 
1980 6414 6.98 67'2 45 
1966 414%, 11.40 463%, 28%, 
1956 56%, 7.05 61% 42 
1960 58 7.76 64 40 





sumers, however, with purchases of 
97,527 units, registered an increase 
of only 71 per cent over a year ago. 
The coming weeks are expected to 
cut these margins of increase down 
very substantially, although in the 
case of Chrysler, interference of the 
strike last Fall will allow favorable 
comparisons. 


Expansion Funds 


Aside from direct orders for ships, 
equipment and munitions, the U. S. 
Navy has just awarded substantial 
amounts of cash to be used by in- 
dividual plants in expanding their 
facilities. Among these awards 
were: 

Bethlehem Steel —$28,922,000—for 
shipbuilding plants and equipment, 
divided among four of its shipbuild- 





ing divisions. Also $23,608,000 for 
new furnaces, buildings and equip- 
ment in its steel making division. 

Gulf Shipbuilding Corp.—$2,500,000 
—for ways, buildings and equip- 
ment. 

Bath Iron Works—$1,600,000—for 
equipment and machinery. 

New York Shipbuilding — $10,500,- 
000—for ways and equipment. 

Federal Shipbuilding & Dry Dock— 
$3,500,000—for ways, warehouses 
and equipment. 

Crucible Steel Co.—$766,000—for 
machine tools. 

Carnegie-lllinois Steel Co.—$5,354,- 
000—for building and equipment. 

Prior to these awards, the Navy 
had already allotted $12,950,000 to 
several companies, including Con- 
solidated Steel Corp. and Electric Boat 
Co., for similar purposes. 








Bullard Earnings Soar 


Maker of Machine Tools for the Machine 
Tool Industry Is Heading for New Records 


BY GEORGE L. MERTON 


aeons of activity in the machine tool industry has 
been the subject of much comment in the recent past 
although in view of what has gone before, the sharply 
heavier demands for automatic tools of every description 
should not have come as a surprise. In more recent years 
metal fabricators have been called upon to produce con- 
stantly better quality merchandise; and they have been 
forced not only to hold prices down but, for instance in 
the case of the automobile industry, actually to reduce 
selling prices from those which prevailed only a few 
years before. 

Such insistence upon high quality has entailed much 
increased precision machining of various parts, a marked 
reduction in the number of rejected parts, and sharp 
watch on all other costs in order to meet required stand- 
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ards. Under more normal circumstances these changes 
would have come about gradually even as they were 
doing prior to 1929 but since depression influences made 
many manufacturers defer any but most necessitous pur- 
chases during the subsequent decade, the rush of busi- 
ness which developed with the outbreak of the latest 
war found most interested manufacturers inadequately 
equipped as far as new and highly efficient machine tools 
were concerned. 

It was not as if this shortage was not realized, for 
trade figures had indicated that even in 1937 approxi- 
mately 65 per cent of the machine tools then in use were 
over ten years old as compared with a normal average 
of but slightly more than 40 per cent. Then, too, modern 
requirements of smaller tolerances had made some of the 
younger machinery obsolete as far as precision work at 
production speeds was concerned. With these conditions 
in mind, it was not surprising that machine tool produc- 
tion operations rose from an average of 65.8 per cent of 
capacity in July, 1939, to 93.3 per cent by the close of 
the year and are now operating in excess of 94 per cent 
of capacity. Bearing out the truth of the old adage that 
“the shoemaker’s children go bare-footed,” even the 
machine tool manufacturers have found some of their 
own production equipment to be out-moded with the 
result that they too are in the market for numerous labor 
saving devices, particularly of the type manufactured by 
Bullard Company. 

Bullard Company, originally founded 60 years ago, for 
many years was just another Connecticut tool maker 
supplying the many factories of that strongly mechanized 
manufacturing state. In more recent years, influenced 
perhaps by the realization that machines would have to 
become more dependable and versatile in order to cope 
with rising labor costs and declining selling prices, 


Bullard Company has confined its efforts to the develop- | 


ment of three major automatic machine tools capable of 
a vast number of operations at a speed and with superla- 
tive accuracy in keeping with the ever rising standards 
of the company’s customers . 

Since the automotive industry was the largest cus- 
tomer for machine tools, while at the same time demand- 
ing the finest products, it is not surprising that Bullard’s 
line has developed with the automobile manufacturers’ 
needs in view. Fortunately, these needs were such that 
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Courtesy Bullard Co. 


Bullard Mult-au-Matic in operation machining flange heaters 


the developments were not confined in usefulness to that 
particular industry and as a result, every manufacturing 
industry that must turn or bore its materials has become 
a customer for Bullard’s unique machines. 

These machines are divided into three broad products, 
all centering around a single base unit which is adapt- 
able to special work through the addition of special 
attachments and equipment. The leading product is the 
“Mult-Au-Matic” multiple lathe which contains any- 
where from four to twelve lathes with the spindles 
mounted around a single column. This machine is par- 
ticularly suited to the manufacture of parts for auto- 
mobile, tractor and aviation engines as well as electrical 
and other mechanical equipment. 


Order Backlog High 


The “Contin-U-Matic” machine is also a multiple 
spindle affair although it is more suited to less precise 
work. One feature, however, is that each of its four to 
twelve spindles may perform a different operation at the 
same time, an invaluable aid to high speed production 
methods. The third important base machine is a vertical 
turret lathe which:is a combination of an engine lathe, 
a horizontal lathe, a vertical boring mill and a turning 
mill. All of these machines are protected adequately by 
patents. Peculiarly enough, these machines are so effi- 
Cent in producing parts in quantity that the machine 
tool industry itself is one of the compaiiy’s largest buyers. 
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In the course of regular business, exports have 
played an important part in Bullard’s annual 
sales. Such sales are still important although in 
recent months their relative position has been 
reduced. Nevertheless, Bullard still sells large 
amounts of machines to Great Britain and Can- 
ada with a lesser quantity to South Americans. 
All of the foreign business in hand is well pro- 
tected from a sudden cessation of war and since 
production capacity is not as yet sufficient to 
supply immediate demand, possible cancellation 
of some existing orders would have no effect upon 
the company at this time. Even should hostili- 
ties cease abroad, there is ample domestic indus- 
trial and government work on hand and in 
prospect to maintain the company’s shops on 
three shifts daily for at least the next two years. 

Bullard started this year with an unprece- 
dentedly high backlog of unfilled orders but 
since that time new orders have been sufficiently 
in excess of production capacity to raise unfilled 
orders on hand to nearly $8,000,000 by the begin- 
ning of September. Although no official figures 
have been made available since that time it is 
likely that the September Ist total has been fur- 
ther increased in the interim. Past sales records 
do not cover a sufficient period of time to make 
comparisons of importance but sales of $4,677,805 
reported for the first six months of 1940 were 
higher than the total yearly sales for any of the 
three preceding years and most likely constitute 
a new record. Operations have been maintained 
at peak capacity since the mid-year report so it 
is possible that second-half sales will equal, if not 
exceed, those of the record first six months 
period by a substantial margin. 

The proportion of sales for armament purposes and 
those of purely commercial significance is not known, 
although the former probably outnumbers the latter by 
a wide margin. However, even if the machines are in- 
tended for the manufacture of military goods, most of 
them are purchased by industrial companies and, as has 
already been pointed out, because they replace consider- 
able over-age or obsolete equipment, they serve in most 
instances but to bring the equipment of many shops 
up-to-date. The machines that are replaced have been 
sold to foreign buyers or to small manufacturers who will 
replace them at some later date with new equipment, 
the elapsed time depending upon the degree of pros- 
perity that may accrue to them as the industrial cycle 
continues its upward swing. It is not logical to assume 
that any machine tool maker will continue to operate at 
full capacity for an indefinitely long period of time for 
there is no industry geared closer to the fortunes of capi- 
tal goods manufacturers than the machine tools. On the 
other hand, no priorities are likely to be enforced upon 
the machine tool industry since all machine produced 
products become important in a war economy or even 
in preparedness for war. 

Having once been burned, the machine tool industry 
has been reluctant to add heavily to production capacity 
without first being assured of ample employment of such 
new facilities. In this respect, Bullard has been no dif- 
ferent than the rest of the (Please turn to page 61) 
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Prepare NOW to Take Advantage 
of Next FORECAST Campaign .. . 


UT of the present corrective phase may readily develop a major, though highly 
selective, market upmove. 


In a few weeks restrictive forces will be clarified effects of Excess Profits 
Taxes, tension in the Far East and the Balkans, Presidential Election. Before 
the situation crystallizes, the market can quickly surge upward reflecting new 
highs in business activity stimulated by huge armament spending. 


Our analysts are weighing all pertinent developments and their market influences 
with a view to having FORECAST subscribers take a new short term position as a 
base is established. By enrolling now, you may participate in our next campaign 
from its beginning .. . as our advices are selected. 


Forecast Service Geared 
to Today’s War Markets 


For Short Term Moves: Through our Trad- 
ing Advices, Bargain Indicator and Unusual Op- 
portunities . . . we will advise you what and 
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tage of intermediate swings. If you desire, these 
recommendations will be telegraphed . . . to reach 
you within a few minutes after being decided 
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This is a Market of 
Special Security Situations 


Following movements of the averages will not 
enable you to profit fully from the exceptional 
opportunities which this market offers such as: 


. . preferred stocks with arrearages; 


. securities that can promptly convert arma- 
ment orders into higher net profits; 


. securities that can show large earnings 


regardless of new tax levies; For Longer Term Investment: Also, through 


a sound program concentrated in a fixed number 
of securities, we will counsel you in creating a 
backlog for income and appreciation . . . to suit 
today’s conditions. You will be advised what and 
when to buy and when to sell. 
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With Excess Profits Taxes now known 

. in the present boom-like business 
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CONCLUSIONS 


INDUSTRY—Machine tools may prove 
serious bottleneck to great expansion 


in civilian production next year. 


TRADE—Annual increase in retail 
sales narrows through comparison 


with sharp bulge last year. 


COMMODITIES—Caution noted but 
prices show further gains. Some 


specialties rise abruptly. 


MONEY AND CREDIT — Business 
loans continue to record substantial 


gains. Further increases probable. 
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OCTOBER 19, 1940 


Though automobile assemb‘ics, electric power 
output and steel operations have shown better 
than normal seasone! exe2nsion during the past 
fortnight, other componenis of this publication's 
weekly business index have receded sufficiently 
to produce a minor temporary dip in the na- 
tion's aggregate volume of Business Activity. 
For the month cf September, per capita busi- 
ness activity reached about 98.6% of the 
1923-5 average, compared with 96.9 in August 
and 95.0 for September, 1939. Average for 
the third quarter was 97.6, compared with 
92.9 in the second quarter and 91.2 for the 
third quarter of 1939. Average for the first 
nine months has been 94.9, against 86.0 for the 
like period a y<ar earlier. Adjusted to the basis 
on which the Federal Reserve Board's index of 
Industrial Production is computed, our own 
index of Business Activity was 120 in Septem- 
ber, compared with 118 for August. 

* = ¢ 


Regardless of minor brief intervals of hesita- 
° the underlying business trend is strongly 
urward under the impetus of a huge buying 
ve ve which promises eventually to tax the na- 

>n's capacity to produce. According to the 
Hes Industrial Conference Board, New 
Orders booked by manufacturers during 
August were 46% ahead of the like month of 


(Please turn to following page) 
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Farm 


<_<... co _— PRESENT POSITION AND OUTLOOK 
INDUSTRIAL PRODUCTION(a) Sept. 194 192 121 | ‘ 
(Continued from page 43 
INDEX OF PRODUCTION AND | 
TRADE (b) pis ioe te ele) a) 0w fo whetele Aug. 93 91 86 1939. Factory employment in August was 
Production. ................+. | Aus. 92 4 85 7.5% above last year, with durable goods report- 
Durable Goods............... Aus. 85 82 68 ing an expansion of 19%, against a recession of 
Non-durable Goods Repro ah eae Aus. 96 96 94 nearly 1% in the nondurable goods field. Pay- 
Primary Distribution RAR ai Aus. 90 89 80 rolls, on the other hand, rose nearly 15%, with 
Distribution to Consumers ereny | Aus. 96 92 4 durable goods reporting a jump of 29% and non- 
Miscellaneous Services......... Aug. 1 89 84 durable goods paying out 3% more than a year 
WHOLESALE PRICES (h).......| Sept. 71.8 77.0 ve ee ee ee ee 
INVENTORIES (n. i. c. b.) has been insignificant. In all lines of endeavor 
ES ee REN meme Aug 133.5 133.2 110.5 employment rose to an estimated 47,518,000 in 
Mow tanion.................. | Aug 141.0 130.0 96.0 August; with unemployment dropping to around 
RASPES fos oictesahs enn: | Aug 125.0 117.0 100.0 7,657,000 compared with the depression maxi- 
abubladlinang na : mum of 14,762,000 touched in March, 1933. 
COST OF LIVING (d) Income payments to individuals during 
PANU Ora ane bs aces Gone Aug 86.0 86.3 84.5 August were 6% above last year and suggest a 
BR stoi snd suman anisre bis se Aug 79.9 80.9 76.7 1940 total of around $74,500,000,000. 
Dia c6c i sccwowmie eases Aug 86.9 86.8 86.3 income this year is expected * approximate 
Co ee eee | Aug 73.0 73.1 71.9 $9,250,000,000; which would be $200,000,000 
ate dhe a ee Aug 84.8 84.5 84.0 above 1929 in purchasing power, owing to the 
eT Tre Aug 97.4 97.4 96.9 favorable spread between prices received and 
Purchasing value of dollar....... Aug 116.3 115.9 118.3 prices paid by farmers. At — —_ 
Ps 7 a — : : raw material prices average 2.7% below last 
NATIONAL INCOME { (em) +. _|1st 8 mos. $47,400... .. $45,000 | year, wholesale prices are down 2.2%; while 
CASH F/ FARM INCOME} retail prices are up 3%. 
Farm Marketing............... Aug. $696 $668 $601 
Including Gov't Payments....... Aug. 738 708 717 + * * 
Total, First 8 Months........... Aug. 31 ae 4,594 
Prices Received by Farmers (ee)..| Aug. 96 95 88 Wholesale sales during August averaged 
Prices Paid by Farmers (ee). ----| Aug. 122 122 119 5.79% above last year, with the month-end cost 
— = Received to Prices in 79 - “ value of inventories up 9.4%. August sales 
= ne. ia sadhana hs 2 esata ts u3- increase over last year amounting to more than 
FACTORY EMPLOYMENT (f) oo Nas 12% were reported in electrical goods, dairy 
pe oa rae Aug 99.4 95.6 83.9 products and poultry, hardware, jewelry, metals 
Non-durable Goods........... Aug 107.4 103.3 108.1 and machinery; while declines of over 6% were 
Reis emia —| suffered by clothing, wines and liquor, and 
FACTORY PAYROLLS (f).. | Aug 103.7 96.5 89.7 leather and shoe findings. Coming = ht 
a RS eS a ——| comparison with last year's war psychology 
RETAIL TRADE " bulge, department store sales in the week 
Department Store Sales (f). . . . Sept 97 99 91 ended Sept. 28 were barely level with a year ago, 
Chain Store Sales (g)........... | Sept 121 122.5 114.5 against a four-weeks’ rise of 7%. 
Variety Store Sales (g)......... Aug 127.6 194 116 
Rural Retail Sales (j)........... | Aug. 146 132.1 131.1 a 
Retail Prices (s) as of.........-.| Sept. 1 92.9 92.9 89.5 
FOREIGN TRADE Carloadings are now running fractionally be- 
Merchandise Exports? ee ee Aug $349 $317 $251 low last year's level which was stimulated artifi- 
Cumulative year's total to...... | Aug. 2,134 ss 1,896 | ficially by heavy speculative movement of goods 
Merchandise Imports} Deny. yas Aug. 220 232 176 | into inventories; but a heavy upsurge is expected 
___ Cumulative year . total to eioce Aug. 1,746... 1,439 | to get underway within the coming six months in 
RAILROAD EARNINGS | | response to huge home defense activities. Rail- 
Total Operating Revenues*..... 4st 8 mos.$2,743,952 x... $2,480,962 | road N. O. I. in August reached $66,000,000, 
Total Operating Expenditures*. ./1st8 mos. 2.026990 _........ 1890398 | the largest for any month since November, 1930, 
SE OR EOS 1st8mos. 263,417 ...... 233,340 | and 20% above last year. 
Net Rwy. Operating Income*®...!1st8mos. 366,258  ...... 269,187 
Operating Ratio %............ 1st 8 mos. qai99. wk 16.19 + * * 
Rate of Return %...........-.. 1st 8 mos. ene 1.72 
“BUILDING Contract Awards (k). Aug. $415 $399 $312 The building boom continues unabated. Dur- 
F. H. A. Mortgages ing the month of August, building permits were 
| Selected for Appraisalf........ Sept. 116.3 122.0 91.7 25% heavier than a year earlier in aggregate 
Accepted for Insurance}........ Sept. 84.7 89.4 62.0 estimated cost, compared with a cumulative gain 
Premium Payingt.............. Sept. 68.3 64.4 53.0 of only 4% for eight months; while construction 
| Building Permits (c) contracts awarded in 37 states East of the Rockies 
| OEE eS ae eee en Sept. 103.6 102.0 84.5 were up 30%. Engineering construction 
PNW FOI ONY Too oiss capes sin sd Sept. 15.3 14.0 18.7 contracts let in the week ended Oct. 3 were 75% 
| WA AIO ss. cess seem Sept. 119.0 116.1 103. 9 —— — a cumulative rise of only 
Engineering Contracts @iadT...... Sept. 368.0 357.8 209.3 athe neil 
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Ingot Production in tons*....... | Sept 
Pig lron Produzt'sn in tons*®....| Sept 
| Shipments, U.S Steel in tons*.. Sept 
| “AUTOMOBILES 
| Production 
| RACLOUW SMCS 7 45.0 ole he nie os Aug. 


Total ts@@ Menths. <2. 06 oes 
Registrations | 


Railway Equipment Orders (Ry) 

















Passenger Cars, U. S. (p) (000)... .|1st 8 mos. 
Trucks, U. S. (p) (000) Bassi thir shgncs 1st 8 mos. 
“PAPER (Newsprint) | 
Production, U. S. & Conade* (tons)..| Sept. 
Shipments, U. S. & Canada * (tons). | Sept. 
Mill Stocks, U.S. & Canada * (tons) . Sept. 
“LIQUOR (Whisky) | 
Pieguclon, Cais. <: oo ckaees Aug. 
Withdrawn, Gals.*.............. Aug. 
Stocks, Gale. * Ts Soa aa tltte Aug. 
GENERAL | 
Paperboard, new orders (st)....... Aug. 
Machine Tool Operations........ | Aus. 


SC CGTICU CC Bea eee ae ae Sept 
HCI CL eS ere nae | Sept 
Pastenger Gals: 5 cose cede ke ss | Sept 
Cigarette Production. ........... | Aug 
Bituminous Coal Production * (tons).|_ Aug. 
Portland Cement Shipments * (bb'Is).| yr 
Commercial Failures (c)........... Aug. 
Date 
M. W. S. INDEX OF BUSINESS) 
ACTIVITY 1923-25—100...... | Oct. 
ELECTRIC POWER OUTPUT 
OL 28 SRM AR ae ae Ne eo ©Oet. 5 
TRANSPORTATION | 
Carleadinas total)... 2. ./acws ess: ) «@et 5 
STATS RASS Eee nenee ere? | ‘@et 5 
CGT Aah oe Nore ee rn Cea Pan re i (@et 5 
Robes RFOOUCIS Sonne walomanine odes | Oe. 5 
Manufacturing & Miscellaneous....| Oct. 5 
EECA MNAGKS etree in eaick | Gece 5 
STEEL PRICES 
Pig lron $ per ton (m)............ Oct 8 
Sclap Per tOnn) <<. s..c0 ee ee a Oct. 8 
Finished c per Ib. (m)............ Oct. 8 
STEEL OPERATIONS 
% of Capacity week ended (m).. Oct. 10 
CAPITAL Goops ACTIVITY] 
—_ tm) week ended. AA oer | Cc 5 
“PETROLEUM 
Average Daily Production bbls. * | Oct. 5 
Crude Runs to Stills Avge. bbls. * Get 5 
Total Gasoline Stocks bbls.*...... | ©ct. 5 
Fuel Oil Stocks, Obis.¥.......-... | -@et -5 
Crude—Mid-Cont. $ per bbl...... | Oct. 12 
Crude—Pennsylvania $ per bbl.... | Oct. 12 
Oct. 12 


Gasoline—Refinery $ per gal...... | 


477,484 


Latest 
Month _ 


5,895 
4,173 
1,393 


75,873 


Aug. 31 2,736,104 


2,341 


360.2 
361.6 
177.5 


3,252 
3,617 





414,966 
93.3 


57 
9,470 
21 
15,840 
39,240 
13,952 
1,128 


Previous 


Month 


Last 
Year 


6,033 4,231 
4,238 2,879 
1,456 985 

231,703 99,686 
aes 2,271,216 
63) 1,821 
aie 337 
403.2 357.9 
413.9 304.7 

178.9 217.5 
5,200 4,392 
5,475 5,065 

~ 479,189 475,365 
398,191 454,817 
88.3 72.6 

65 52 
7,645 24,931 
102 3 
15,913 16,571 
36,080 35,016 
13,552 13,401 
1,175 1,126 


_ WEEKLY INDICATORS 


2,641 


805,986 
39,387 
127,693 
40,728 
341,217 


159,636 


22.61 
20.62 
2.261 


94.0 
107.9 


3,489 
3,555 
82,256 
107,964 
1.02 
33 
0514 


Pion 


Week | 


822,434 
39,392 
158,484 
40,668 
329,434 
158,034 


22.61 
20.54 
2.261 


93.0 
106.7 


3,800 
3,600 
82.373 
108,450 
1.02 
+.33 
0514 


Year 
Ago 


9.3 


2,465 


834,694 
41,182 
171,640 
36,824 
330,944 
159,829 


22.61 
22.08 
2.236 


90.0 
101.1 


3,436 
3,562 
71,367 
114,123 
1.02 
t.73 
06% 


PRESENT POSITION AND OUTLOOK 


Long strides have been taken by the automo- 
bile industry in the past few weeks. Production 
has risen to virtual capacity, where it is expected 
to hold until near the year-end holidays. Do- 
mestic retail sales during the closing ten days of 
September leaped to a level 60% above the like 
period last year, making a total increase of 23% 


for the month. 
* * « 


That machine tools may prove to be a main 
bottleneck hampering the future expansion of 
general business activity is suggested in a recent 
statement by Mr. Knudsen of the N. A. D. C. to 
the effect that national defense is already taking 
all but 8% of the industry's output, and that next 
year ‘‘civilian orders for heavy machine tools will 
be filled only in cases of desperate need,” de- 
spite a probable 1941 output of close to $500,- 
000,000. 


* * * 


Railroads are expected to purchase 100,000 
new freight cars over the next 12 months, as 
recommended by the AAR. Up to Oct. 1, 
33,486 have been ordered, against 33,623 in the 
like period last year. New orders booked by the 
paperboard industry during August were 4% 
ahead of July; but 9% behind last year. Whisky 
withdrawals during August were 28% below last 
year. Portland cement shipments rose 3%. 


PRESENT POSITION AND OUTLOOK 








Owing to the sharp rise following declaration 
of war last year, margin of gain over last year in 
electric power output has narrowed to 7%. 
Utility earnings will be affected by the increase 
in normal tax rate, being helpless to pass the tax 
along to consumers. As a matter of fact the 
average domestic rate for electric energy has 
dropped 50% during the past 25 years. Yet the 
ratio of taxes to revenue rose 40% between 1932 
and 1940. During the past nine years, the in- 
dustry has progressively increased depreciation 
reserves and charges to income until, at the present 
time most companies are showing as large depre- 
ciation charges in their reports to stockholders as 
are reported to the Bureau of Internal Revenue for 


tax purposes. 
* * * 


The steel industry is now producing at the 
ennual rate of around 75,000,000 tons, of which 
about 10% is being shipped to England. Nat- 
ional defense appropriations of about $12 billions 
to date will call for delivery of nearly 15,000,000 
tons of steel over a period of several years. 


* * x 
Oil industry's profits for the second half year 


will be impaired by higher taxes and lower prices 
for gasoline. Justice Department is proceeding 









against leading companies for alleged price fixing | 


and curbing of output. 








+—Millions. %& *—Thousands. 





estimated long term trend. (c)—Dun & Bradstreet. 


100. (e)—Dept. of Agric., 1924-29—100. 
100. (g)—Chain Store Age 1929-31—100. 
(m)—Iron Age. (n)—1926—100. 

Preliminary. (r)—Revised. (Ry)—Railway Age. 


(s)—Fairchild Index, Dec., 1930— 


(n. i. c. b.)—Nat. Ind. Conf. Bd. 1936—100. 


1909-14—100. 


(a)—Revised Index Federal Reserve 1935-39—100. 
(cm)—Dept. of Commerce estimates of income paid out. 
(ee}—Dept. of Agric., 
(h)—U. S. B. L. S. 1926—100. (j)—Adjusted—1929-31—100. 
(p)—Polk estimates. 
100. 


(En)—Engineering News-Record. 


(b)—Federal Reserve Bank of N. Y. 100% 
(/) 


(pc)—Per cent of capacity. 
(st)—Short tons. 


(d)—Nat. Ind. Conf. Bd. 1923— 
-1923-25— 
(k}—F. W. Dodge Corp., 
(pl)— 
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Trend of Commodities 


In a week which witnessed a tightening of war tension in 
two quarters—the Balkans and the Far East—and increasing 
doubts that the United States can avoid eventual involve- 
ment, commodity prices advanced on a broad front, while 
the prices of bonds and stocks gave ground. The Far Eastern 
situation again evoked fears of a possible interruption in the 
movement of tin and rubber supplies. Although as yet there 
are no indications that industrial purchasing agents are being 
stampeded into heavy inventory accumulation, there is never- 
theless increasing evidence that the tempo of forward buying 


is picking up. Just what plans may eventually be initiated by 
the Government for the control and freezing of prices are 
not known, and probably will not be for some time after the 
elections. That such controls will be set up is a foregone con. 
clusion and it is to be hoped that they will be sufficiently 
effective to avoid a duplication of the World War price in. 
flation spiral, and its disastrous repercussions. In the mean. 
time, available supplies and productive capacity for most 
basic raw materials are adequate, and any serious shortage 
are not likely at least in the near future. 
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80 60 { L | I | 
\ Raw MATERIAL PRICES 
M WwW Ss. INDEX 
70 = T es = 
60 soll | heichees 
1915 1920 1925 1930 1935 1940 JFMAMJJASONDJFMAMJJASOND 
1939 ——— 1940 
U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES | 
Spot Market Prices—August, 1939, equals 100 | 
: 1940 1940 | 
, ws High Low Oct.4 Oct. 11 High Low Oct.4 Oct.11 
28 Basic Commodities 124.2 105.6 110.2 111.2 Domestic Agricultural... ... 123.8 111.4 117.4 118.1 
Import Commodities 132.9 104.7 110.5 112.2 EIR 3 450o es wok . 120.0 100.5 105.0 105.4 
Domestic Commodities. . . . . 118.7 105.5 110.1 110.6 Raw Industrial............. 128.4 101.3 114.2 115.6 
Latest Previous Year 
Date Oh asthe MK athe Ago PRESENT POSITION AND OUTLOOK 
COTTON | Cotton. The October 1 cotton crop estimate 
Price cents per pound, closing | of the Department of Agriculture released last 
CUCL SS ae nee eee er | Oct) 114 9.47 9.64 9.14 week showed a decrease of 31,000 bales from the 
DS Ss SR ae ee A | Oct. 11 9.45 9.63 8.84 September 1 estimate. The yield per acre was 
BAe soicdc cen wet eae Oct. 11 9.715 9.94 9.16 estimated at 250 pounds as against the ten year 
(In bales 000's) average of 198.1. American cotton consump- 
CONSUIMPHON NU, Oi o35.6s%oaeokrs | ec 655 625 tion this year is expected to reach 8,000,000 
ETS AWE ERG © 6 i 65:4 :5.0' 5 s:dieeis Oct. 11 36 21 101 bales according to the estimate of the Bureau of 
Total Exports, season Aug. 1 to....| Odt. 11 181 145 1,123 Agricultural Economics. Of course this takes 
Government Crop Est............. Oct. 1 12,741 12,772 11,817(ac)} into account large government purchases. 
Active Spindles (000's).......... Aug. 22,078 LOTT 22,012 igi aes 
— —— Wheat. The October 1 estimate of the gov- 
WHEAT ermment showed an increase to 792,332,000 
Price cents per bu. Chi. closing bushels as compared with the September 1 esti- 
SS SS ee a eae Oct. 11 83% 8234 83 mate. This compares with the 1929-38 average 
DAR U ca a oii ee ee Oct. 11 8234 8134 824 of 754,685,000 bushels produced. Wheat going 
Exports bu. (000’s) since July1to...| Oct. 5 27,533 26,576 33,449 into loan may reach 35,000,000 bushels over the 
Exports bu. (000's) wk. end....... Oct. 5 957 1,412 2,651 peak of last year. In Canada there is a possibility | | 
Visible Supply bu. (000's) as of . . | Oct. 5 172,420 172,625 142,078 that the government may reduce the production 
Gov't Crop Est. bu. (000’s)...... | Oct. 1 792,332 783,560 754,971(ac)} of wheat in 1941 because of the estimated crop 











CORN of 300,000,000 bushels as of August 31. 
Price cents per bu. Chi. Closing - . 
OSS Ree oe ie ae }) eta 593 5834 495% Corn. The crop estimate for October 1 was 
SASS Sarna ras | Oct. 11 601% 597%, 52 50,000,000 bushels over the estimate of Septem- 
Exports bu. (000’s) since July 1 to.. | Oct. 5 10,189 8,994 1,638 ber. The 1929-38 average production was | 
Visible Supply bu. (000's) as of . . .| Oct. 5 39,992 37,143 15,618 2,299,342,000 bushels, as compared with the 
Gov't Crop Est. bu. (000's).......| Oct. 1 2,352,185 2,297,186 2,619,137(ac)} estimate for this year of 2,352,185,000 bushels. 


| 


this year of 575,000,000 bushels and a carry over 
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Latest Previous Year 










































































Date Wk. oe Mo. Wk. or t Mo. Ago PRESENT POSITION AND OUTLOOK 
! _———— —S—== —:!} = — SS cee 
by COPPER ‘. | | Copper. At the end of the week prices re- 
th Price cents per >. | | mained firm with copper at the Valley base at 12 | 
e DTT CU Se a a | Oct. t1 12.00 12.00 12.50 | cents and export up to 10.40 cents f. a. s. New 
-On- Exports Pra S SINE YY osc 6 cows ee | Oct. 11 10.40 9.90 12.50 | York. Domestic consumers continue to be in 
ntly Refined Prod., Domestic*......... | Sept. 82,843 OR | ne the market for good tonnages. Some dealers 
» ine Refined Del., Domestic*.......... Sept. 96,485 96583 ...... | were reported to be willing to pay as high as 121% 
an. | Refined Stocks, Domestic*........ | Aug. 30 185,313 (C0 Ac cents Valley base. 
nost Copper Sales, Domestic*.......... Aug. 67,281 58,495 38,209 | eo ee 8 
age a ae = —— Tin. From reports out of Washington, it is | 
TIN | likely that a decision on the erection of an Amer- 
Price cents per Ib., > ee | Oct. 11 at.85 51.00 51.25 ican tin smelter may be reached in the near future. 
Tin Plate, price $ per box......... | Oct. 11 5.00 5.00 5.00 The smelter would probably be government 
=| World Visible Supply as of ...... | Sept. 30 39,450 38,040 31,168 | financed and operated on a management-fee basis 
| U. S: Deliveries ewe eel 6:96 6 0 es a8 | Aug. 12 ,410 F 325 Py se" | by a private concern. 
| U.S. Visible Supply t as of. aaron | Aug. 31 6,583 6,567 5,339 | + * + 
are ea sail \ninieaiek anita taeda iadacace eee Lead. At the end of last week American 
| LEAD | | Smelting & Refining Company announced an ad- 
| Price cents per Ib., N. ¥.......... | Oct. 11 5.25-30 5.00-5.05 5.50 | vance of $5 a ton to 5.25 cents at New York. 
| U.S. Production*®............... | Aug. 47,614 44,596 39,000 | The market continues strong and active. 
OSs SHipatnen its ta fereco.5.c oicuerelc Sees | Aug. 51,643 52,560 45,025 + *  * 
Stocks (tons) U. S., as of......... .| Aug. 31 = 43,321 55,343 117,985 Zine. The September statistics of the Amer- 
Sa a a ae aaa ican Zinc Institute issued last week emphasize the 
ZINC | tight situation in zinc supply with zinc stocks of all 
Price cents per Ib., St. Louis...... ‘| Oct. 11 7.25 7.25 6.50 grades down to 30,965 tons on hand as against 
| U.S. Production*®...............| Sept. 53,119 49,939 42,225 44,670 tons at the end of August. The Septem- 
: a, ee eee | Sept. 66,824 64,065 69,424 ber figure was the lowest since October, 1937 
stocks | U. a, as of * PaCS A a et ae Sept. 30 Pee ear 44,670 95,61 5 when the figure was 25,817 tons. At the close 
| Se ‘ =a a ; : of last week Leon Henderson, defense commis- 
| ‘SILK | | sioner in charge of price stabilization, said that an 
| Price $ per Ib. Japan xx crack... .. Oct. 11 2.80  2.60-2.65 3.14 increase in zinc production appeared probable in 
| MilliDels. UES, (bales)... :.... .c. 3. | Sept.30 28,828 30,189 36269 | the nent few weeks. 
| Visible Stocks N. n. (bales) as of...| Sept. 30 44,454 46,898 27,760 co 8 8 
Te ane a ‘irae ea Te Silk. Raw silk takings in America during 
RAYON (yarn) | | September declined contra-seasonally from the 
| Price cents per lb................ Oct. 11 53.0 53.0 53.0 August figure. The Far East situation continues 
Consumption (a)...........--.--: Sept. 30.8 35.4 34.3 to hold the stage in the silk market. 
| Stocks as of ‘@) ee a ory Sept. 31 8.4 10.0 13.0 * * * 
| eee eae a are ee Wool. Though less wool was imported in 
WOOL | August than in July, the month of September 
Price cents per Ib. tops, N. Y...... Oct. 11 1.23 1.17 1.23 figures may be higher than those of August. A 
Consumption, period ending (a).. Aug.31 Q4199 § ..224% 27,489 wool supply may be established in the United 
oie ER ones Srp oe ——— PR Pe, ee eT States by the British Supply Ministry for use by 
HIDES both countries, it was reported from London last 
a Price cents per Ib. No. 1 Packer...) Oct. 11 13.00 13.00 15.50 week. Prices in woolen goods continue to 
| Visible Stocks (000's) as of ....... Aug. 31 12,569 12,627 12,758 go higher. | 
| No. of Mos. Supply as of . ..| Aug. 31 7.62 8.01 7.00 * ££ * | 
| Boot and Shoe Production, Prs.* Aus. 39,011 33,590 43,946 Hides. The United States has become the | 
= rae ace aa SAAN! incipal outlet for Argentine hides with imports | 
ne | — | taking 59% of the August production. Before | 
ww | — cents - TG srcdecl ois arco Oct. 11 20.37 19.62 20.10 the present conflict the percentage amounted to | 
at po U.S: er She efit esteem Sept (a5. 73,028 41,939 only 28% of the Argentine production. Cattle 
wi eR ee U.S. fo... eee eee es Sept. i.e. 50,477 50,150 prices in the United States are now virtually the 
ie | aa U. S. as of. seeeees| Sept. 0 ...... 212,774 150,171 best in three years with the choicest animals at $14 
| ire Production (000° 2. Betta hl encore | Aug. 4,621 4,854 5,492 per hundredweight. 
ID: | Tire Shipments (000’s)............ | Aug. 4,174 4,348 4,919 a | 
ve | Tire Inventory (000's) as of ....... | Aug. 9,732 9,345 8,891 | Rubber. During August the United States | 
par . | imported 26,265 tons of Dutch rubber as against 
“ COCOA | 37,622 tons in July. Stocks in the hands of Mala- 
Price cents per Ib. Dec........... | Oct. 11 4.19 4.15 5.09 yan dealers have shown a noticeable decline 
Arrivals (bags O00's)............. | Sept. 534 508 202 lately. 
oe Warehouse Stocks (bags 000 ‘9. . i Oct 14 1,324 1,340 1,100 * * * 
sti COFFEE — a. 7 Cocoa. The sharp decline in the cocoa futures 
ge Pri Ib | O 61 6Ye-7 5 trading volume has been due to the fixing of prices 
a — cents per Ib. (c)...... or ct 11 Yg-7 he- fe by the major producing countries. One of the 
the mports, season to (bags 000 s). . : Sept. 30 3,219 2,159 2,931 striking effects of the European war on interna- 
ity | U. S. Visible Supply (bags 000's). ‘| Oct. 1 1,488 1,473 1,460 tional trade has been a broadening of American 
ion SUGAR (t~—‘“‘(Csts~™S | Sao ~~ | €o¢oa export trade. ve 
ee | Price cents per Ib. Coffee. The quota scheme still holds the 
Raw... eee eee ee sees e eee ees Oct. 11 2.78 2.80 3.60 center of attraction in the coffee market. Some of 
Refined (Immediate Shipment)...| Oct. 11 43.5 4.35 5.50 the countries are not satisfied with the quotas 
U. S. Deliveries (000's)*.......... 1st 8 mos. 4,435(pl) ...... 4,271(ac)| tentatively allotted to them 
me | U.S. Stocks (000's)* as of........ | Aug. 31 9,258(pl) 1,737 7,410(ac)| j 
ie t—Long tons. *—Short tons. (a)—Million pounds. (ac)—Actual. (c)—Santos No. 4 N. Y. (pl)—Preliminary. (rr)—Raw and 
3 refined. *—Thousands. 
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Latest Previous Year 
_——— _ Date Week Week Ago COMMENT 
INTEREST RATES | 
Time Money (60-90 days)........ | Oct-42 114% 114% 114% 
Prime Commercial Paper.......... | Oct.12 -%UA%R% hwWh Rk-7h% Preceded by a gain of $55,000,000 in loans 
Call Money Sy An GRO Ee | ct 42 1% 1% 1% to commerce, industry and agriculture for all re- 
Re-discount Rate, N. Y........... | Oct. 12 1% 1% 1% porting Member banks in the previous week, 
CREDIT (millions of $) | _ —s New York City banks in the most recent week 
Bank Clearings (outside N. Y.).....| Sept.30 9,714 2,962 2,628 | ‘eported a gain of $14,000,000 in — 
Cumulative year's total to......... | Sept. 30 109,086 _........... 100,011 borrowings— the fifth consecutive weekly gain. 
Bank Clearings, N. Y............. | Sept.30 3,246 2,933 3,145 Commercial loans of New York banks are now at 
Cumulative year's total to......... Sept.30 116,064 ...... 124,469 the highest point since December 29, 1937. kt 
F. R. Member Banks is also significant that recent gains have been con- 
Loans and Investments.......... Oct. 2 24,329 24,166 22,500 | tributed largely by small and medium loans. 
Commercial, Agr., Ind. Loans...} Oct. 2 4,630 4,575 4.951 | [otal outstanding credit of all reporting banks in 
Brookes Loans: ......05.605 << Oct. 2 446 A15 ‘538 101 cities are a new record high $24,329,000,000 
Invest. in U.S. Govts........... Oct. 2 9,280 9,203 8,503 | having risen $1,000,000,000 since the last week 
Invest. in Govt. Gtd. Securities...| Oct. 2 2,582 2,576 2,240 |; |" March. 
Other Securities............... Oct. 2 3,682 3,698 3,382 | _ = = 
oo DRIES Cons oka 20 t Oct 2 21152 21,080 18,306 | 
ime Deposits a ee Oct. 2 5,359 5,352 5,236 | Accompanying the rise in commercial borrow. 
ag oy aici wane Oct. 9 9.600 9.687 8508 | ings, has been a decline in the total holdings in 
Comm'l Ind. and Agr fincas iia Oct. 9 1781 1167 1665 Government bond portfolios of Federal Reserve 
Brokers Loans | Ot 9 ‘O88 ‘394 ‘a4 Banks. Holdings of government securities de- 
invect: U & Gows............. Oc. 9 3917 3.967 3.985 clined $24,500,000 in the latest week. As a 
Invest. in Gov't Gtd. Securities 2 Oct. 9 1,410 1,405 1,125 — a psenscglictiga + mc bai: 
AS oa, ‘ 4 < . owest level in seven years. r 
oe. Space’ 0 : bon td bined Laide level of $2,826,000,000 reached in September, 
Time Deposits................ Oct. 9 ‘1 9 ‘295 654 1939, the system's portfolio has now been reduced 
eee ane | by $427,000,000. Whether this marks a definite 
Member Bank Reserve Balance...| Oct. 9 13,927 13,800 11,739 | or wii ae aati - agg? Ho na = se" 
Money in Circulation.......... Oct. 9 8,199 8,172 | =e pe enone, Se ee ne 
Gold Stock Oct. 9 91.349 21971 16.973 | a defense boom, it is perhaps too early to state 
Treasury win ........ Oct. 9 3.048 3.046 9.994 with conviction. At least the trend is in the right 
Treasury Cash Bo ee Oct. 9 2994 2994 2.938 | direction. Much more, however, would have to 
Excess “een taeda, ainda cael | Oct. 9 6820 6.7920 5/400 | be done, to mitigate the powerful inflationary 
pil loby Snes rele | . ' ‘ ' | potentialities which lie in the huge reservoir of 
NEW FINANCING (millions of $) | excess reserves, 
RSE OENOR ares! ilcick win cee cee Sept 130.5 179.4 90.2 | 
Ea Sept 68.0 67.9 16.0 | 
PRA NN VS ssi lsc 5. Sessa actors ' Sept 62.5 W115 74.2 | 
THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
1940 Indexes 1940 Indexes} 
No. of =a 
Issues (1925 Close—100) High Low Oct. 5 Oct. 12 (Nov. 14, 1936 Close—100) High Low Oct. 5 Oct. 12 
309 COMBINED AVERAGE.... 67.1 45.3 54.5 529 100 HIGH PRICED STOCKS..... 68.30 49.40 58.55 57.27 
100 LOW PRICED STOCKS...... 58.80 36.43 45.16 43.62 
5 Agricultural Implements. ..... 1036 636 83.6 81.8 2 SO). (a a rar 94.9 63.8 80.4 1771] 
GPAmuUseMeNtS,... . ois seco. 288 15:38 14838 189 ANI eat ACK Ge ci.c.is.6 6 ssracsce as 70.0 41.5 46.0 441 
15 Automobile Accessories. .... 96.2 65.5 85.8 84.0 || 13 Metals, non-Ferrous.......... 158.4 106.7 133.4 129.9 
a2 Prutomopiles:............005 605 12.0 cia 9.6 9:3 MTB Bes fo siee Bvavsc sesrcro ono. 0xioenvevete 194 48 37 134 
12 Aviation (1927 Close—100).. 235.5 151.8 180.0 176.0 QO MPSHOICUIN sss.s.506 0 a xine eats 86.7 63.1 65.8 645 
3 Baking (1926 Close—100).... 12.3 7.9 9.0 8.8 1S Public Uiilities:..655.56 ccc. 57:6 35.1 43.0 415 
3 Business Machines........... 417.3 “G53 VOR 460s 3 Radio (1927 Cl—100)...... 12.9 7.9 #100 {99 
DR RWANCAIS 5.5 5-55 d Se kavdeo 174.1 120.5 149.1 147.9 9 Railroad Equipment.......... 53.2 342 449 43.9 
20 Construction................ 33:6 49:4 26:3 (94:9"))| QO Ragilioads.... © .<.c05000.000-05 13.6 yee: 9.7 9.3 
DASGNIMMIEIS 2556 oso noises «0s 251.1 1686 207.4 203.2 21. 22) | Ae Re a are 2.7 12 23 1.9 
9 Copper & Brass............. 103.6 64.4 80.0 77.4|| @Shipbuilding............... 118.1 735 96.2 91.4) 
2 Dairy Products.............. 33.0 24:7 “96:4 96:0 || 41° Steel lion’. .s...<25..50505% 85.9 59.6 73.8 72.0) 
7 Department Stores........... 20.9 13.8 19.1 18.3 22 SOC) aCe Cee eee 32.7 17.3 19.1 186 
6 Drugs & Toilet Articles....... 58.4 36.1 37.4 37.0 OMI HU eases ee rae sik re seeenoents 180.2 135.4 163.7 159.3 
2 Finance Companies.......... 272.1 164.3 184.0 177.0 3 Telephone & Telegraph....... 47.5 30.5 34.2 33.0 
FT ROOM BIONGS.. 56. «<0. oo Sees 99:4 SBBO: O77 oC aR eee re re 57:3 36.2 50:8 4930 
BD BION DIES os vo socio 8 isaas sss 56.1 37.7 46.4 46.1 A Nites: SoRubber. «0s... ce se ee 15.3 8.4 9.7 94 
4 Furniture & Floor Coverings... 56.9 32.6 41.4 41.0 BMG DBREON A oe ek attioss ss-s 90.2 72.8 77.9 758 
3 Gold Mining............... 968.7 551.4 683.4 678.7|| 4 Traction................-..- 43.5 32.7 40.6 "405 
6 Investment Trusts............ 24:0 15:5 9:4 17:0 || “A Variety Stores... ..csce.e 00 248.3 177.2 217.6 214.7 
3 Liquor (1932 CIl.—100)...... 164.2 109.1 133.8 128.8 20 Unclassified (1939 Close— 
IABOBBIRTY «oc cic 5 ea ssrose oi 116.2 81.0 105.6 102.8 || | CC ORS ieee eer es 103.9 67.3 §77.0 76.8 
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The Personal Service Department of THe Magazine oF WALL SrReEET will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 


3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4, If not now a paid subscriber use coupon elsewhere in this issue and send check 
at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Remington Rand, Inc. 


My 200 shares of Remington Rand com- 
mon were bought at 144%. Do you recom- 
mend holding? Are sales being currently 
maintained at July levels? Is further ex- 
panson in sales and profits anticipated for the 
fourth 1940 quarter? How large are recent 
U. 8. National Defense orders awarded this 
company? How would they contribute to 
earnings? What is the present status of the 
company’s foreign operations?-—M. H. M., 


New York, N. Y. 


In spite of the fact that a good 
portion of sales of Remington Rand 
are made abroad, the company man- 
aged to report a profit of 23 cents 
per share on the common stock for 
the three months ended June 30, 
1940, the first quarter of the current 
fiscal year, which compared quite 
favorably with a deficit of 4 cents 
per share after preferred dividends 
in the corresponding period of the 
preceding fiscal term. Business of the 
company was recently running some 
25% ahead of a year ago and given a 
continuation of good business condi- 
tions, further improvement in per 
share results is quite likely. Euro- 
pean sales have, of course, been seri- 
ously affected by the war, but in- 
creased volume in South America 
and here at home has been sufficient 
to offset such losses. In addition, the 
concern has received a_ certain 


amount of Government orders, in 
connection with the rearmament pro- 
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gram, and while the amount of such 
orders is not definitely known, it is 
believed to be relatively small, but 
further business from this source is 
quite possible over coming months. 
The company occupies a strong 
position in the office equipment field. 
Products include a full line of office 
equipment with typewriters and sup- 
plies, filing and visible index systems 
and cabinets accounting for about 
75% of total sales. Other lines, such 
as tabulating and accounting ma- 
chines, are becoming of increasing 
importance. Distribution is world- 
wide with foreign business normally 
amounting to about 35% of total 
volume, although presently, because 
of exchange restrictions and fluctua- 
lions, net income from such sources 
is something less than 10% of the 
lotal. Capitalization consists of 
funded debt of $19,060,000 followed 
ly 184,932 shares of $4.50 cumula- 
live preferred and 1,584,895 shares 
of common stock. Finances have 
been maintained in a strong and 
liquid position, the balance sheet as 
of March 31, 1940, disclosing cash 


alone of $5,734,310, somewhat great- 





er than total current liabilities of 
$4,756,625. The working capital ratio 
was nearly 5.2 to 1. With indications 
pointing toward further improve- 
ment in earnings over coming 
months, it would appear that the 
current dividend rate of 80 cents per 
share annually is secure. While the 
stock may be somewhat slow mar- 
ketwise, we believe that commit- 
ments made on a longer term basis 
may be retained at this time. 





Barnsdall Oil Co. 


I have 175 shares of Barnsdall Oil which 
I purchased at 12% earlier this year, believ- 
ing my commitment a good war-time specu- 
lation. I have no such illusions now and 
prefer facts which will justify retaining this 
stock. Are the Company’s crude oil reserves 
in line with domestic consumption require- 
ments during the Fall and Winter seasons? 
On the basis of current demand and present 
price structure for crude, are earnings likely 
to exceed the 48 cents per share earned dur- 
ing the first six months of 1940?—A. E. G,; 
Reno, Nevada. 


In the first half of 1940, Barnsdall 
Oil reported a profit equal to 48 
cents per share on the common stock. 
There is no direct comparison for 
this figure because of a recent change 
in accounting policy but the con- 
cern reported a profit of 76 cents per 
share for the full 1939 year. This 
would indicate, however, some im- 
provement in net income applicable 
to the stock and some further bet- 
terment may be possible over the 
longer term, although the more im- 
mediate outlook is somewhat uncer- 
tain due to proration and a none too 
strong price structure. Production 
has been curtailed somewhat recent- 
ly, but it is possible that it may be 
at somewhat higher levels later on. 

(Please turn to page 52) 





When Quick Service Is Required, Send Us a Telegram 


Prepaid and Instruct Us to Answer Collect. 





An 
ANNOUNCEMENT 


(SENERAL MOTORS 


recognizes the present emergency. It re- 
alizes its duty to the nation to advance in 
every way within its power the program of 
National Defense. It has already assumed 
most important obligations. But in addi- 
tion General Motors believes that industry 
today has a second responsibility—one of 
vital consequence. American defense de- 
mands first call on those products of 
industry, both as to scope and volume, 
which are essential to protecting the nation 
against aggression. It also demands, even 
though the fact be less generally recognized, 
a sound and virile economy. One is the 
complement of the other. A sound economy 
is essential to the objectives of the defense 
program. 


In line with its conception of this dual 
responsibility, General Motors presents at 
this time its 1941 offerings of motor cars. 
It has combined with the important respon- 
sibilities it has assumed under the defense 
program its normal responsibilities incident 
to our peacetime economy. The new line 
of motor cars is now on display before the 
critical judgment of the public at the Auto- 
mobile Shows and in General Motors dealer 
showrooms in every community through- 
out the land. 


It has always been the policy of General 
Motors to build into its products the 
greatest possible measure of value. It has 
created an engineering group which, from 
the very beginning of the industry, has 


made far-reaching contributions to techni- 
cal progress. It has contributed importantly 
to the motor car’s becoming the serviceable 
mechanism of today. From the electric 
self-starter in the early days down through 
the years, one engineering achievement has 
followed another. And in great variety: 
tilt-beam headlights, Duco lacquer finishes, 
crankcase ventilation, syncro-mesh trans- 
mission, Fisher No Draft Ventilation, 
Knee-Action wheels, Turret Top, auto- 
matic transmissions and steering column 
gearshift. 


But that is not all! General Motors 
technicians have demonstrated their versa- 
tility by developing such engineering prod- 
ucts as the Diesel locomotive, destined to 
revolutionize transportation by rail. The 
Allison engine—an outstanding develop- 
ment in aviation engine practice and now 
coming into mass production—is making a 
contribution to one highly technical phase 
of the problem of National Defense. And 
in an allied field, tetra-ethyl lead as a com- 
ponent of gasoline has revolutionized the 
relationship of the fuel to the engine, pro- 
ducing more power with less weight and 
with greater efficiency. As a result, not an 
airplane leaves the ground today without in 
effect reflecting tribute to the technical 
capacity of General Motors. We are proud 
of this record of accomplishment. It is the 
accumulated experience of such an en- 
gineering group that has been built into 
the General Motors 1941 models. 


In the different lines of motor cars com- 


—— eel 
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prising the General Motors offerings, there 
will be found countless refinements and 
jnnovations—some in some cars, some in 
others, but reflected to an important degree 
in all: 


A technical improvement of importance 
is a new fuel system—Compound Carbure- 
tion. It is an innovation in motor car 
engineering practice. To the regular car- 
buretion system is added a second, or 
supplemental, carburetor which can come 
into action when the driver requires addi- 
tional performance. In effect, but not in 
principle, it is like the supercharger. The 
engineering benefits resulting from _ this 
achievement take the form of added per- 
formance and increased fuel economy. 
This is exemplified in Buick. 


A safety feature worthy of note, based 
upon the Unisteel Turret Top body intro- 
duced by General Motors some years ago, 
consists of all doors being swung from the 
front. Thus they open against the wind- 
stream of a car in motion. This tends to 
eliminate the hazard of doors swinging 
open if accidentally unlatched. The same 
feature provides greater convenience for 
front and rear door passengers alighting 
from the car at the same time. 


Aveer ago General Motors announced a 
new mechanism to connect the axle with 
the engine—the Hydra-Matic drive. You 
simply steer! The clutch is entirely elimi- 
nated. That is a most important feature. 
The changes in gear ratio or speeds are 
automatic. This device is designed to take 
the transmission out of driv- 





ing technique. And it does! 
This has been exemplified 
in Oldsmobile. The out- 
standing acceptance of this 
Hydra-Matic drive as evi- 
denced by the testimony of GENERAL 
many thousands of enthusi- MOTORS 


astic users has had a stimu- 
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lating effect in accelerating the industry’s 
progress in this important field. Thus is 
progress broadened. In a more highly re- 
fined and somewhat simplified form the 
Hydra-Matic drive will be continued in 
the 1941 line. You certainly will be in- 
trigued when you see and try this interest- 
ing mechanism. 


But the modern motor car has become 
more than something in which to go from 
place to place. For many it is something 
to live with. Hence more comfort, more 
luxury of appointment and_ increased 
roominess characterize the new designs. 
General Motors 1941 cars are larger. The 
seats are wider. Thus there is more room 
for both passengers and baggage. The 
concealment of running boards inside the 
body is another innovation. The appoint- 
ments are more luxurious. These should 
be important considerations in determin- 
ing the motor car you will drive in 1941. 


Nor is that all! The “Torpedo” type—the 
body sensation of 1940—has been continued 
with even greater appeal. And there has 
been added another body creation — the 
aerodynamic type. Everyone should see 
and try it! 


General Motors hopes that when you have 
seen and become acquainted with these 
1941 motor cars you will be as enthusiastic 
about them as we are. And that you will 
get as great a thrill out of their interesting 
features, their performance, attractiveness, 
serviceability and utility as we have in their 
creation and in presenting them to you at 
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Chairman 
GENERAL MOTORS CORPORATION 
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Answers to Inquiries 





(Continued from page 49) 


Fhe company may benefit indirect- 
ly to a certain extent from the me- 
chanization program of the United 
States Army. 

The concern is solely a producer 
and marketer of crude oil. Because 
of efforts to increase production and 
reserves, Barnsdall Oil is now an 
important producing unit.. Reserves 
are believed to be ample for some 
time to come. Profits will, of course, 
continue to depend on production 
and fluctuating prices of crude oil. 
Capital stock is outstanding in the 
amount of 2,258,779 shares, pre- 
ceded by purchase money obligations 
and long term bank notes of $7,575,- 
979. Finances are satisfactory, the 
balance sheet at the 1939 year end 
disclosing current assets of $6,129,- 
301, including cash of $3,785,108, 
comparing with total current liabili- 
ties of $1,594,624. We expect con- 
tinuation of the current 15 cent quar- 
terly dividend. At current levels, the 
issue affords a reasonable yield and, 
while appreciation possibilities over 
the near term appear to be some- 
what limited, retention of moderate 
commitments for the longer future 
may be considered. 





Jewel Tea Co. 


Ts Jewel Tea a sound type of issue to hold 
at this time, for appreciation as well as in- 
come? I note that earnings are at present 
running slightly ahead of 1939, but operating 
expenses tlso appear to be mounting above 
lust year. Do you foresee a period of greatly 
stimulated sales for this company as an in- 
direct beneficiary of our 15 billion dollar 
National Defense spending? I bought my 80 
shares at 7434 last year—G. H. Mc., Cleve- 
land, Ohio. 


Jewel Tea Co. reported earnings 
of $1.31 per share for the 28 weeks 
ended July 13, 1940, which compared 
with $1.29 per share in the corre- 
sponding period of the year before. 
Sales so far in the current year have 
been running about 15% above those 
of a year ago and should be at favor- 
able levels over coming months since 
the company should benefit from 
higher levels of general consumer 
purchasing power in reflection of 
Federal spending for the rearmament 
program, as well as generally better 
business conditions. Gains in earn- 


ings may be restricted to some ex- 
tent, however, by higher operating 
costs and taxes, but it is believed 
that income will continue to be at 
sufficient levels to make the current 
60 cent quarterly dividend rate se- 
cure, 

The company operates some 120 
food stores in the Chicago area, as 
well as about 1,567 motor truck 
routes which operate in about 6,000 
towns in 43 states and contribute 
about 80% of total sales. Business 
tends to be rather stable, although 
influenced to a certain extent by 
changing levels of consumer purchas- 
ing power. Earnings record of the 
company has been satisfactory, and 
although profits dropped to $1.63 
per share in 1933, results for 1939 of 
$2.83 per share compared favorably 
with 1929 income which was equal 
to $3.02 per share. Over the last ten 
years, dividend distributions have 
averaged about 89% of earnings. 
Capitalization is simple, common 
stock outstanding in the amount of 
555,830 shares having the only claim 
on assets and earnings. Finances 
have been maintained in a. very 
satisfactory position, the balance 
sheet as of July 13, 1940, disclosing 
current assets of $6,355,354, includ- 
ing cash and marketable securities of 
$3,632,644, as against current liabili- 
ties of $1,968,632. While the stock 
has a degree of appreciation possi- 
bilities over the intermediate term, 
it is principally attractive for the 
vield afforded. We recommend re- 
tention, particularly where income is 
of prime importance. 





Cutler-Hammer, Inc. 


Kindly favor me with your latest advice on 
Cutler-Hammer. Is general market sentiment 
the only thing holding this stock back? Or, 
at its present price have the company’s near 
term prospects been fully discounted? What 
is the status of backlogs, new orders and 
from what sources? I have 100 shares bought 
at 25—P. S., Flushing, N. Y. 

Cutler-Hammer manufactures a 
wide line of electrical control devices, 
including heating-regulators, rheo- 
stats, magnetic clutches and brakes, 
safety switches and various related 
products. Its customers are mainly 
among the basic industries such as 
the steel, textile, paper and ship- 
building and other such manufactur- 
ing fields. Thus earnings tend to rise 
and fall in line with general business 
conditions, accentuated to some ex- 
tent by heavy and relatively fixed 


overhead costs. Earnings in the first 
half of 1940 were equal to $1.12 per 
share as against 36 cents per share 
in the corresponding period of last 
year. Further earnings gains are ex. 
pected over coming months since the 
company should benefit at least in- 
directly from the rearmament pro- 
gram, as well as from good levels of 
general business activity. The con- 
cern can readily fill incoming orders 
from inventory and consequently 
operations need not be based on an 
unfilled order backlog. It is expected 
that the Excess Profits Taxes, as 
applied to this company, will not re- 
tard earnings to any serious extent. 
Finances continue to be quite satis- 
factory, the balance sheet as of the 
1939 year-end disclosing working 
capital in the amount of $3,819,973 
and the current ratio was approxi- 
mately 5 to 1. Capitalization is quite 
simple, the 659,998 shares of common 
stock having the only claim on assets 
and earnings. The current quarterly 
dividend of 50 cents per share will 
doubtless be continued and may be 
supplemented before the year-end 
by extras. In consideration of the 
outlook for further earnings gains, 
as well as the reasonable yield af- 
forded at current levels, the shares 
have a good degree of appeal at this 
time and we recommend their re- 
tention. 





R. J. Reynolds Tobacco Co. 


How do you regard the investment out- 
look for Reynolds Tobacco “B” now? I 
understand that the company’s inventories of 
high cost tobacco had finally been depleted. 
Is the current price of tobacco low enough to 
materially affect profit margins? Give me 
your views in this respect in relation to pres- 
ent cigarette prices—wholesale and retail— 
consumer demand and taxes. Have reduced 
appropriations for advertising cut volume on 
“Camels”? How is “Prince Albert” currently 
contributing to earnings? My investments 
total 125 shares at 4134. Please advise—R. S,, 
Sioua City, Towa. 


Reynolds Tobacco is one of the 
three largest producers in the in- 
dustry, and has maintained a strong 
competitive position, its Camel 
cigarettes having held the industry 
leadership in sales for some time 
past. Besides Camels, the company 
is principally known for its Prince 
Albert smoking tobacco, although 
other brands of smoking and chew- 
ing tobaccos are also produced. 
Total sales of the company have 
been showing increases over this 
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time a year ago which have been 
better than the industry as a whole. 
Sales of the industry do not vary to 
a great extent from year to year, 
although consumer purchasing pow- 
er does exert a certain amount of 
influence, principal changes being 
the result of shifting consumer pref- 
erence from one brand to another. 
However, well controlled and exten- 
sive advertising has helped this com- 
pany to maintain its place in the 
feld. Thus, with better levels of 
consumer purchasing power to in- 
crease volume and lower leaf costs to 
decrease expenses, profit margins 
are expected to widen and earnings 
for 1940 will probably approximate 
$3 per share on the class “B” stock, 
as against $2.56 per share on that 
issue the year before. Recent Fed- 
eral taxes were offset almost entirely 
by increases in wholesale prices. 
Thus, it is likely that the current 
quarterly 50 cent dividend rate will 
be continued and the earnings out- 
look suggests the possibility of an 
extra before the year-end. Finances 
are strong, the balance sheet at the 
1939 year-end disclosing current as- 
sets of $150,280,356, as against cur- 
rent liabilities of $13,476,747. The 
stock is a desirable holding for the 
reasonable yield afforded and has 
moderate appreciation possibilities 
over the longer term. Retention of 
your commitment is counselled. 





New Jersey Zinc Co. 


May I have your views on the price appre- 
ciation and dividend prospects for N. J. 
Zinc? This stock is almost 10 points below 
my original purchase price for 50 shares, 
despite the fact that zinc prices are higher 
and demand large. Are the company’s facili- 
ties large enough to fill present armament 
requirements . . . accelerated demand from 
the construction industry? Do present earn- 
ings already reflect capacity operations? 
What about earnings from royalties on smelt- 
ing patents?—Dr. S. R., Chicago, Illinois. 


New Jersey Zinc Co. reported a 
profit equal to $1.69 per share on the 
capital stock for the six months end- 
ing in June of 1940, which compared 
with $1.04 per share reported in the 
corresponding period of last year. 
Zine prices have been firmer and de- 
mand has been at good levels with 
indications pointing toward a con- 
tinuance of this favorable situation 
over the intermediate future. Ac- 
cordingly, it is likely that 1940 re- 
sults will be measurably improved 
over the $2.70 per share reported for 


OCTOBER 19, 1940 














HEADLINE NEWS IN RUBBER... BY Goodrich 


DOUBLE-BERTH! Two men could curl up and sleep comfortably inside the tires that 
Goodrich supplies for modern transport planes. But Goodrich service to aviation goes 
further. It includes De-Icers, Airplane Brakes, over fifty special aviation products. Goodrich 
engineers have even devised a machine that approximates plane landings—to test airplane 


tires and brakes. 


GUILLOTINE TO SAVE LIVES! An impressive test of tire strength is 
the Goodrich “guillotine” at the New York World’s Fair. Over and 
over again this machine lets a heavy weight drop 60 feet upon an in- 
flated Silvertown Tire—and the weight bounces off, without damage. 
The display is actually a regular part of Goodrich testing, and the 
tires are shipped back to the Akron laboratories for examination of 
every ply. From the “guillotinings” Silvertowns endure, Goodrich 
engineers estimate they have a safety factor six times greater than 
ordinary use requires. 


MAGIC MATERIAL! Rubber research, pioneered by Goodrich, has pro- 
duced many materials of special resistance to water, acids, alkalis, etc. 
But perhaps the most amazing material to come from the Goodrich 
laboratories has, strangely, no rubber in it. It is made from limestone, 
coke and salt and it is called “Koroseal” because it resists corrosion in 
almost any form. Used to line acid tanks, for electrical insulation and 
even to coat shower curtains and raincoats, the possibilities of this 
magic material are immense. 


ac 
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COME-BACK BY STREET CAR... Faced with extinction not long ago, 
the street car is staging a spectacular come-back in 13 American cities 
from Brooklyn to Los Angeles by offering its passengers comforts com- 
parable to those of transcontinental streamliners. Fast as autos in their 
pick-up, rolling smoothly and silently on rubber springs and rubber 
“sandwich” wheels devised by Goodrich as part of the $1,000,000 re- 
search program of the Presidents’ Conference Committee of the street 
railway industry, more than 1,000 of these new P.C.C. cars are now 
blazing new transportation trails for rubber, opening new vistas for one 


of the nation’s most vital transit systems. 


SHOES FOR SEA LEGS! The research in tire traction that produced the 
famous Silvertown Life-Saver Tread—now serves another purpose 
aboard ship. The Hood “Yachtshu” embodies unique herringbone tread 
that assures a non-slip grip on polished decks. Goodrich also developed 
the patented Textran process which gives to rubber shoe materials the 
appearance of reptile skins and suede, pigskin, kid or patent leather. 


a al —_—_—— 
——_——— —— —_—_— 


FIRST AGAIN, FOR AMERICAN PREPAREDNESS ! 


To free the United States from dependence on natural rubber, Goodrich builds 
tires with “Liberty Rubber”—the new Goodrich synthetic, Ameripol! - > 


Goodrich 





MANUFACTURERS OF QUALITY RUBBER PRODUCTS SINCE 1870 
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1939. The company is the largest 
domestic producer of zinc and has 
properties in New Jersey which con- 
tain high-grade zinc ore, as well as a 
lead-zinc mine in Virginia, a silver- 
copper-zinc mine in Colorado and 
minor properties in Wisconsin and 
New Mexico. About 50% of the 
company’s production is sold as zinc 
oxide mainly to tire and paint manu- 
facturers, the balance being sold as 
metal to various industries. Re- 
serves are quite extensive and mines 
in New Jersey contain high-grade 
ore free from lead. With demand 
from general industry expected to 
be at good levels over coming 
months, stimulated to some extent 
by the armament program, opera- 
tions should be at a high rate for 
some time to come. Royalties are 
likely to remain rather stable, al- 
though those from abroad may be 
adversely affected by foreign ex- 
change restrictions and fluctuations. 
Capital stock outstanding in the 
amount of 1,963,264 shares repre- 
sents the entire capital setup of the 
company. Finances are not re- 
ported, but are believed to be quite 
sound. For some time past, the 
company has followed a_ liberal 
policy as regards dividends and cur- 
rent quarterly rates of 50 cents per 
share may be supplemented by ex- 
tras before the year-end. Excess 
Profits Taxes will probably be only 
moderate. The stock appeals to us 
as one of the better situated in its 
group and we recommend retention 
for both income and appreciation 
possibilities. 





National Supply Co. 


Do you recommend retention of 175 shares 
of National Supply bought at 8%? The 
sensational comeback in the company’s earn- 
ings is encouraging, but I am doubtful about 
the oil industry’s needs for additional drill- 
ing equipment for the rest of the year. How 
do your recent analyses estimate this com- 
pany’s prospects to the year-end? How 
should a prolonged European war affect its 
outlook? I would also like information about 
sales, earnings and prospects from the com- 
pany’s gasoline and Diesel engine enterprises. 
~E. J., Dallas, Texas. 


National Supply Co. is an impor- 
tant manufacturer of oil field oper- 
ating equipment such as engines, 
pumps, pipes, drilling rigs and tools. 
Earnings are primarily dependent 
on oil drilling activity, tempered to 
some extent by competition which 
is keen, but not destructive. Recently 
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operations have been at somewhat 
better levels and, although the con- 
cern reported a deficit equal to 16 
cents per share on the common stock 
for the first half of 1940, this never- 
theless represented considerable im- 
provement over the deficit of $1.42 
per share reported for the first half 
of 1939. It is expected that sales 
will be relatively well maintained 
over the intermediate future and 
pipe prices have been at better 
levels, thus helping profit margins. 
The company has_ recently  re- 
ceived orders from both the War 
and Navy Departments for Diesel 
engines and further business from 
this source is possible. Finances con- 
tinue to be sound and liquid, the 
balance sheet as of June 30, 1940, 
disclosing current assets of $39,893,- 
056, as against current liabilities of 
$6,320,554. Following funded debt 
of $9,600,000, there are 226,404 
shares of $5.50 prior preferred, 64,- 
687 shares of $6 prior preferred, 
279,548 shares of $2.00 preferred and 
1,155,528 shares of common stock. 
Moderate arrears on the preferred 
issues remove the common stock 
from dividend consideration for the 
time being. With operations indi- 
cating considerable improvement for 
this year over the deficit of 87 cents 
per share reported for 1939, the com- 
mon stock has a degree of longer term 
appeal and retention of your com- 
mitment is recommended on that 
basis. 


International Telephone & 
Telegraph Corp. 

I have 100 shares of I. T. & T. acquired at 
74. Do you think it wise to retain my 
investment, pinning my hopes on progress 
and earnings for the company in South and 
Central Americas—and successful revitaliza- 
tion of its Spanish and Shanghai properties? 
What has the loss of Bessarabian stations 
meant to I. T. & T.2—E. L., Los Angeles, 
Calif. 


International Tel. & Tel. is a hold- 
ing company which operates tele- 
phone companies in South America, 
Europe, the West Indies and Shang- 
hai, manufacturing plants located in 
the principal countries of Europe 
and selling their products all over 
the world except in the United States 
and Canada, and radio and cable cir- 
cuits mostly in South and Central 
America. 56% of the assets are in 
Latin America and in the United 


States and account for about 579%, 
of gross. Telephone companies rep. 
resent 69% of assets, manufacturing 
subsidiaries 197% and radio and cable 
communications the remaining 12%, 
Communications contribute the larg. 
er part of gross, but manufacturing 
accounts for about an equal part of 
net income. Thus the wars have a 
serious effect on the earnings of the 
company. Capitalization is featured 
by a rather heavy funded debt ahead 
of the stock and finances cannot be 
said to be overly strong, for, although 
the balance sheet as of December 31, 
1939, disclosed current assets of 
$54,465,311 as against current liabili- 
ties of $29,703,238, cash in the United 
States amounted to only $6,815,996, 

In the first half of 1940, In- 
ternational Tel. & Tel. reported a 
deficit on the common stock equiva- 
lent to 2 cents per share, which com- 
pared with earnings of 21 cents per 
share in the preceding year, both 
figures excluding all European, Mexi- 
can and radio and radio telegraph 
subsidiaries. Central and _ South 
American properties are showing 
moderate gains, but such gains are 
not sufficient to offset losses. Under 
the above circumstances, there is lit- 
tle of an optimistic nature in the 
outlook for the stock, but in consid- 
eration of present depressed levels, 
we feel that moderate commitments 
may be retained for the time being. 





Crucible Steel in Profitable 
Era 





(Continued from page 31) 


resulted in an increase of more than 
$6,600,000 in operating profits and 
changed a loss which amounted to 
$8.78 a share of common stock in 
1938 to a profit of $2.54 a share 
for 1939. 

The leverage factor of the com- 
mon stock is amply illustrated by 
results of the first six months of this 
year. Gross sales for the six months 
period ended June 30 were $30,990,- 
537 as compared with $19,218,500 
for the same period of 1939. Al- 
though the increase in sales was less 
than $12,000,000, net profit after all 
charges, including reserves for 
heavier incomes taxes, was $2,404,- 
883 as compared with $350,821 a 
year ago. After provisions for pre- 
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ferred requirements, earnings were 
equivalent to $3.52 a share of com- 
mon stock as compared with a def- 
icit of $1.09 a share for the first half 
of 1939. Up until this year the 
company did not report on a quar- 
terly basis so there is no data with 
which to compare the company’s 
operating results for the first nine 
months of the current year. Allow- 
ing for the new preferred stock re- 
quirements the company earned the 
equivalent of $7.05 a share of com- 
mon stock or more than in any full 
year since 1929 and probably better 
than in the first 9 months of that 
most profitable year. The imposition 
of heavy taxes this year will, how- 
ever, probably prevent Crucible from 
equalling or bettering the 1929 rec- 
ord of $11.66 a share. In the event 
that the proposed $15,000,000 issue 
of bonds had been outstanding in- 
stead of the present debt of $10,800,- 
000 it is probable that the amount 
available for the common shares 
would have been moderately larger 
since it is probable that the com- 
pany can do its new financing on a 
much better basis than the present 
414 per cent and 5 per cent interest 
bonds. 

Order backlogs on hand at the 
mid-year were reported to have been 
at high levels and new orders are 
said still to be coming in in excess 
of production capacity. This, to- 
gether with the fact that contem- 
plated changes in corporate relations 
with subsidiaries are expected to 
effect a considerable saving in ope- 
rating expenses and taxes, should 
make record earnings for 1940 a dis- 
tinct possibility. Over the longer 
term, the addition of new facilities 
made possible by the proposed 
financing and the continued research 
for new products, processes and ap- 
plication of old products should re- 
sult in the achievement of a greater 
degree of earnings stability than has 
been afforded in the past. 

As long as_ preparedness plans 
continue, the ordnance division of 
the company will become increas- 
ingly important as a contributor to 
sales volume and earnings. Ord- 
nance sales in the five years prior 
to 1937 averaged about 3 per cent 
of the total amount. Now, with in- 
creasing emphasis upon military 
materials, the proportion is growing 
considerably larger and may, in the 
near future, approximate as much 
as 20 per cent of sales as materials 
are required for the new Atlantic 
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“Father and son” teams are numerous in the vast, modernly equipped Studebaker 
plants. Working for Studebaker is a tradition in South Bend’s 25,000 families. Pictured 
is Frank Ahlgrim with his son, Otto. 


| 


Studebaker craftsmen from the 


banker’s standpoint 


ANKERS are interested in 
B more than balance sheets. 
They know that factors which 
cannot be listed by auditors are 
often prime contributors to the 
success of a corporation—ex- 
ecutive brains, engineering 

| genius, traditions, etc. 

Such a factor is the character 
of the working force building 
Studebaker cars. 

No transients man the Stude- 
baker machines and assembly 
lines. The average Studebaker 
workman is 44 years of age 
and has been on his Studebaker 
job 13 years. In many depart- 
| ments, fathers and sons work 
side by side. Working for 
Studebaker is an old and hon- 





orable tradition in South Bend 
families. 

On these 7,700 experienced 
craftsmen is built the Stude- 
baker reputation for quality 
and dependability. This en- 
ables Studebaker to win and to 
hold motorists and dealers. It 
means less spoilage in produc- 
tion, fewer claims for adjust- 
ments under the factory war- 
ranty. 

Drop a line to Paul G. Hoff- 
man, President, The Stude- 
baker Corporation, South 
Bend, Indiana, for an interest- 
ing new booklet entitled, “88 
Years,” and for a copy of the 
latest Profit and Loss State- 
ment and Balance Sheet. 


STUDEBAKER 
The Great Independent 








Fleet which is expected to equal in 
size our present Pacific Fleet. Then, 
too, aviation materials will prob- 
ably grow much more important in 
view of the tendency now to armor 
plate fighting ships with light but 
very tough alloys of steel and other 
metals. 

During the past several years the 
market value of the common stock 
has quite closely followed the move- 
ments of the market in general and 
this year’s market performance of 
the common shares is no exception 
to the rule. 

Undoubtedly, the company would 
not be immune to the influences of 
a German victory in England nor to 
many of the adverse potential de- 
velopments which might grow out 
of the conflict. However, as a spe- 
cialist in alloy steels which are 
growing more and more important 
to industry in general, it is probable 
that the effects of any such calami- 
ties would not be worse than upon 
many other companies, and after 
their influence had been mitigated 
to some extent by time and subse- 
quent developments it is probable 
that Crucible Steel Co. of America 
would be found in the van of the 
recovery. 





The Economic Prizes of War 





(Continued from page 15) 


another step into Rumania which 
brings her to the shore of the Black 
Sea. Of the two arms of the pincers, 
the southern seems likely to be the 
active one for a while, in view of 
the Russian and Turkish obstacles 
that face the Germans. But Ger- 
many is already reported to have 
submarines in the Black Sea and the 
whole Eastern section of the Medi- 
terranean is the first probability in 
the way of winter warfare, aside 
from an attack on Gibraltar which 
would have purely strategic rather 
than economic motives. 

Ranking behind these moves in 
immediate probability, yet not to be 
discarded as possible lines of attack 
are the British, French and Belgian 
colonies in southern and western 
Africa. Great Britain holds the sea 
approaches to all this part of the 
continent and there is no indication 
that this control will soon be lost. 
However, the ineffectiveness of the 


navy in stopping the capture of 
Norway suggests that too much 
complacency as regards African cop- 
per, gold and food supplies is dan- 
gerous. 

The stake of the United States in 
the new phase of the war just ahead 
is both military and economic. We 
hope to see the British successful 
everywhere in resisting Axis attacks. 
But granting that the dictators have 
at least one or two more good blows 
left in their systems, the regions ex- 
amined are the ones where they 
would be most telling on the British, 
most significant to us, and finally, 
most probable of any that could and 
would be struck before the winter 
season is over. 





New Tax Law Effects on 
Investors 





(Continued from page 17) 


companies, registered diversified in- 
vestment companies, and foreign 
corporations not doing business in 
the United States. Also exempt are, 
of course, those corporations which 
are exempt from the income tax. 
That, generally speaking, is about 
the scope of the excess profits tax. 
So far as the tax may prove bur- 
densome to some corporations, it is 
certainly true that there are others 
having substantial earnings who will 
not be aflected by it at all. Com- 
panies with large capitalization and 
with ample margin towards an 8 per 
cent return on invested capital are 
obviously in the group that will be 
very little affected. Those which have 
earned considerably more than 8 per 
cent on their capital may still not be 
affected if current earnings are no 
greater than the average of 1936- 
1939. Many of our railroad and pub- 
lic utility companies will not be af- 
fected because of their heavy capi- 
talization and regulated earnings. 
Some of our very large industrial 
companies may also come out un- 
scathed. For instance, it is estimated 
that the U.S. Steel Corporation can 
have annual earnings in excess of 
$10 a share on its common stock be- 
fore it need be affected by this tax. 
In enacting this law, Congress it- 
self recognized the existence of many 
shortcomings. A study for the im- 
provement of the law is already 
under way. The law has been sub- 


jected to much criticism and on 
many important grounds. 

To begin with, it is pointed out 
that to a large extent, it is really not 
an excess profits tax at all. For in. 
stance, the major part of the esti- 
mated 1940 revenue under it will 
come from the substantial increase 
in the normal tax. Then, it is also 
pointed out that the four year period 
used as a yardstick for measuring tax 
exemptions was, for many compa- 
nies, not normal years. Some of 
them had not gotten out of the de- 
pression and certainly had _ not 
reached a point where it could be 
said that their earnings were normal 
in that period. 

Another criticism is that the bill 
taxes bigness as such. The income 
brackets running from $20,000 to 
$500,000 and paying tax rates from 
25 to 50 per cent are classified on the 
basis of mere amounts instead of on 
percentages of profits. Excess earn- 
ings above $500,000 are taxed at 50 
per cent, whether such earnings rep- 
resent an increase of one per cent 
or of 100 per cent over normal 
earnings. 

It may well be, therefore, that this 
bill will apply only to the year 1940 
and that the law will be changed at 
the next session of Congress. 





What Value Common Stocks? 





(Continued from page 21) 


enced by the investment objective 
which he has outlined for himself. 

For the purpose of this discussion, 
however, it is asumed that common 
stocks are held and will continue to 
be held, at least until their complete 
elimination from investment plans 
becomes more urgent than it is al 
the present time. 

The common stock investor may 
accept as certain two major condi- 
tions which will affect common stock 
values and dividends for the dura- 
tion of the emergency. These are 
a sub-normal ratio of common stock 
prices to earnings and the probability 
that a very substantial slice of any 
increase in common stock earnings 
will be taken by taxes. Both of 
these conditions are directly related. 

The low price-earnings ratio, of 
course, reflects all of the many un- 
certainties implied by the war, and 
recognizes, as well, the fact that a 
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goodly portion of increased earnings 

resulting from war and defense busi- 
ness Will be largely transitory and 
heavily taxed. 

The many changes which have 
been wrought since the World War 
necessarily make the experience of 
those years an unreliable precedent. 
Nevertheless, it is both interesting 
and significant to note that in the 
years 1916-18 inclusive an average of 
% industrial issues sold at prices, 
which at their highs, averaged only 
about six times earnings. A num- 
ber of these companies showed very 
substantial gains in earnings and the 
price of their shares showed good 
response, but appreciably less than 
would doubtless have been the case 
had earnings given the same _per- 
formance under normal conditions. 

Recently a group of 100 common 
stocks representing heavy industries, 
consumers goods industries, railroads 
and public utilities showed an aver- 
age price-earnings ratio of about 11 
to 1, based on estimated 1940 earn- 
ings. This is the lowest ratio to 
earnings at which common stocks 
have sold since 1937. In the latter 
year, however, earnings were declin- 
ing, Whereas at the present time the 
trend is sharply upward. Even so 
the present ratio is nearly twice as 
high as during the World War. Does 
this mean then that earnings, say 
over the next twelve months, can 
practically double with only scant 
response from the price of common 
stocks? Does it mean that known 
and potential taxes will wipe out vir- 
tually any increase in earnings? 
Neither of these extremes is likely. 

If the premise is accepted that no 
war price inflation such as took place 
during the World War will occur, 
then it is also reasonable to assume 
that the price earnings ratio may be 
maintained at a higher level than in 
the 1916-18 years. The United States 
was already at war when the excess 
profits tax was enacted in 1917; the 
upward spiral in prices was well un- 
der way; and rising prices played an 
important part, both favorably and 
otherwise, in the earnings of repre- 
sentative industrial corporations. 
Food companies and others engaged 
ir the production of consumer goods 
Were caught in the pincers of rising 
prices and the difficulty in imme- 
diately passing along increased costs 
and prices to consumers. Heavy 
industry companies, on the other 
hand, were able to record sizable 





OUR PART 
IN NATIONAL 
DEFENSE 


The Bell System is a nation-wide 
telephone system—ready to 
serve the United States in normal 
times or emergency. It has .. 


1. The trained forces to operate tele- 
phone equipment and plant. 


i) 


. The trained staffs to direct these 

operations. 

3. The latest motorized, mechanized 
telephone groups of great mobility 
which can concentrate anywhere 
quickly. 

4. A dependable service of supply 
that reaches anywhere in the 
United States. 

5. A source of supply — the Western 
Electric Company, devoted to tele- 
phone manufacture. 

6. A great laboratory that brings the 

advance of science to bear on the 

improvement of telephony. 


The Bell System is ready to do its part in 
the Nation’s Program of National Defense 


inventory “profits” and a consider- 
able portion of their business was 
done on a “cost plus” basis. 

A repetition of the World War ex- 
perience may be avoided this time 
by prompt and effective utilization 
of price controls. Heavy taxes will 
aiso act as an effective curb on huge 
earnings, at least to the point where 
normal price earnings ratios may not 
decline to the World War levels. 

The vastness of the scale upon 





Walter S Gifford, President, American 
Telephone and Telegraph Company 


7. The financial strength to keep 
going and work ahead for the 
future. 

4 4 4 


Each is important. All are necessary 
for good telephone service from day 
to day and for the needs of national 
defense. 

It is the organization, the team-work, 
that counts. That means trained, ex- 
perienced men and management, 
working together and planning ahead, 
so that the right material and the 
right “know how” will be at the right 
place at the right time. 





which the defense program in the 
United States is being planned 
makes it a foregone conclusion that 
the two tax programs enacted this 
year are only the beginning. Rev- 
enues which these tax bills will pro- 
vide will be only a small portion of 
the total amount needed to finance 
the defense program. 

“ven so the indicated effects of the 
excess profits tax, recently enacted, 
are enough to destroy any vision of 
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MARKET VALUES 


are best determined by men trained 
in financial research. Send in a list 
of your securities for our up-to-date 
analysis. 


Write Dept. MG6 


(isHoim & (HAPMAN 


Established 1907 
Members New York Stock Exchage 


52 Broadway New York 











COLUMBIA 
GAS & ELECTRIC 
= ORPORATION 

he Board of Directors has 
declared hte day the following dividends: 
Cumulative 6% Preferred Stock, Series A 
No. 56, quarterly, $1.50 per share 
Cumulative Preferred Stock, 5% Series 
No. 46, quarterly, $1.25 per share 
5% Cumulative Preference Stock 
No. 35, quarterly, $1.25 per share 
Common Stock 
No. 37, 10¢ per share 
payable on November 15, 1940, to holders of 
record at close of business October 19, 1940, 
How anp H. PE tt, Jr. 
October 3, 1940 Secretary 

















LOEW’S INCORPORATED 


“THEATRES EVERYWHERE"’ 
October 3, 1940 
HE Board of Directors on October 2nd, 
1940 declared a quarterly dividend of 
$1.62% per share on the outstanding $6.50 
Cumulative Preferred Stock of this Com- 
pany, payable on the 15th day of Novem- 
ber, 1940 to stockholders of record at the 
close of business on the 29th day of Octo- 

ber, 1940. Checks will be mailed. 
DAVID BERNSTEIN 
Vice President & Treasurer 











CONTINENTALCAN COMPANY | Inc. 
A final year end dividend of fifty 


cents (50¢) per share on the 
common stock of this Company 
we has been declared payable No- 
vember 15, 1940, to stockholders 
of record at the close of business 


October 25, Pt Books will not close. 
. B. JEFFRESS, JR., Treasurer. 








90 Broad St. 


TO PUBLIC RELATIONS COUNSELLORS 


Among the 100,000 or more in- 
quiries our Personal Service De- 
partment answers each year, the 
type most frequently asked is: 


“What is the dividend 
prospect for this stock?” 


It is our job to keep the invest- 
ment buying public fully informed 
of the progress of those corpora- 
tions whose securities are held by 
them. We believe you will want 
to co-operate with us in keeping 
your company before this all-im- 
portant body of stockholders. It 
is a sound “Public Relations” 
policy to do so. 

An excellent and inexpensive way 
of doing this, is to run your divi- 
dend notices in our pages. It costs 
but one dollar per line! 

Why not notify your advertising 
agency to place your current no- 
tice or institutional message in our 
next issue! Address adv. dept. 


The Magazine of Wall Street 


New York, N. Y. 








huge war-time profits and juicy stock 
melons. This legislation is discussed 
in detail on page 16. The accom- 
panying tabulations reveal the pos- 
sible extent to which various repre- 
sentative companies may be affected. 

On some companies the impact of 
taxes will be heavy, on others it will 
| be comparatively light. Once the 
50 per cent excess profits tax is ef- 
fective against earnings in excess of 
the base period, or 8 per cent on in- 
vested equity capital, only 38 cents 
out of every $1 increase can accrue to 
stockholders. The tax penalizes com- 
panies with a simple capital structure 
and a comparatively small invested 
capital and whose earnings have 
been fairly good during the base pe- 
riod. On the other hand companies 
such as U. S. Steel and Crucible 
Steel, with a heavy capitalization, 
will have considerable leeway before 
there is any material increase in their 
tax liability. 

Many companies identified with 
such front rank war industries as 
steel, machine tool, aircraft, ship- 
building, etc., will be required to ex- 
pand their plant facilities. These 
| plant outlays may be amortized over 
a five-year period and such com- 
panies will be able to claim credit 
for these write-offs against excess 
profits. 


On the other hand companies in 
the food, public utility retail and 
other relatively stable industries are 
more concerned over the increase of 
3311/3 per cent in the normal tax. 
Companies in this category may this 
year report earnings lower than in 
1939, largely as result of the increase 
in normal taxes. Many of these 
| companies, have followed a policy of 
| gearing dividends rather closing to 
earnings and increased taxes may 
| force a number of casualties in this 
/group. The degree of vulnerability 
may be observed in the accompany- 
ing tabulation, particularly in the 
case of such companies as American 
Tobacco, Reynolds Tobacco, Corn 
Products Refining, etc. 











In time, of course, these companies 
with the aid of increased public pur- 
chasing power may be able to offset 
largely the prospective increase in 
taxes. Many of the common stocks 
of consumer goods industries, long 
favored as income producing vehi- 
cles, will continue in demand and the 
justification of any wholesale switch- 
ing to companies more closely iden- 
tified with the defense effort is not 





apparent at this time. The inves. 
tors’ task, however, is to determine 
the relative impact of heavier taxes 
on such issues with a view to weed. 
ing out the most vulnerable. 

In the heavier goods industries, 
there are certain to be many con. 
panies which will be able to show 
substantial earnings and pay good 
dividends, if only in contrast with a 
comparatively indifferent record in 
recent years. Stockholders’ expec. 
tations in these respects, however, 
as well as hopes for potential price 
appreciation, will be less subject to 
disappointment if they are kept 
modest and not with an eye on the 
World War profits. 





What Can We Expect of the 
Motor Industry? 





(Continued from page 25) 


more conjectural and fluctuate more 
sharply for Chrysler than for Gen- 
eral Motors. At a guess, however, 
Chrysler should distribute this year 
somewhere between $7 and $9 per 
share or a yield range, in terms of 
present quotation, between 8.7 and 
10.1 per cent; while total General 
Motors distribution probably will be 
$4: or yield basis of 8 per cent. Both 
companies are buttressed by notably 
strong finances, permitting liberality 
in dividend policy when earnings are 
favorable and some distribution even 
in down years such as 1938. From 
the end of 1934 to date Chrysler's 
lowest annual distribution was $ 
and highest $12; General Motors 
lowest $1.50 and highest $4.50. 

A glance of the record of shifts in 
the shares of the total domestic mar- 
ket held by the various automobile 
manufacturers over a period of years 
is enough to suggest at once why 
Packard, Hudson, Studebaker, Nash- 
Kelvinator and Graham-Paige are 
more or less perpetual “low price” 
stocks. 

General Motors held 32.8 per cent 
of the domestic market in 1929, ac- 
cording to R. L. Polk & Co. regis- 
tration statistics, and had 46.5 per 
cent of it during the first half of this 
year. Chrysler had only 8.9 per cent 
of the market in 1929, 24.5 per cent 
in the first half of this year. Ford 
had 33.9 per cent of the market in 
1929, or more than General Motors, 
but had only 19.4 per cent in the 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 








first ha 
makes | 
in 1929, 
first ha 
Over 
Chrysle 
more st 
manufa 
betwee! 
high of 
General 
per cer 
per cen 
The 
this yee 
in trad 
of 1939. 
Ford de 
sarily 1 
full yee 
Ford’s 
Zephyr 
cent ye 
creased 
availab! 
seems t 
or slipp 
Outsi 
bined sl 
others | 
1935 at 
tends t 
years as 
in the 
above 
Thus t 
group 1 
in 1937 
1938 an 
year. | 
course | 
public ] 
lives uy 
outlook 
ket sho 
much a 
Amo 
Packarc 
best in 
substan 
rew lin 
flecting 
pion” ii 
baker s 
114,196 
in 1938 
sales, in 
the bes 
dollar v 
it has | 
recover 
$2,923,2 
first hal 
309 anc 
and net 


OCTOB 








in 
ar- 
vile 
ars 
hy 








frst half of this year. All other 
makes combined had 24.4 per cent 
in 1929, and only 9.6 per cent in the 
first half of 1940. 

Over the seven years 1933-1939 
Chrysler’s share of the market was 
more stable than that of any other 
manufacturer, holding consistently 
between low of 22.9 per cent and 
high of 25.8. Over the same period 
General Motors ranged between 38.4 
per cent of the market and 44.8 
per cent. 

The showing in the first half of 
this year—with G. M. up 2.8 points 
in trade position over the first half 
of 1939, Chrysler down 2 points and 
Ford down 1.6 points—is not neces- 
sarily indicative of changes for the 
full year. It is worth noting that 
Ford’s introduction of the Lincoln- 
Zephyr and Mercury models in re- 
cent years has not significantly in- 
creased this company’s share of the 
available market. Ford at best 
seems to be about holding its own 
or slipping slightly. 

Outside of the Big Three the com- 
bined share of the market held by all 
others apparently made bottom in 
1935 at 8.5 per cent of the total. It 
tends to rise moderately in good 
years as these makers partially share 
in the increased demand for cars 
above the lowest price brackets. 
Thus the combined figure for this 
group moved up to 11.3 per cent 
in 1937, slipped to 9.7 per cent in 
1938 and rallied to 10.7 per cent last 
year. Like the Big Three, it is of 
course being aided now by increasing 
public purchasing power and if 1941 
lives up to its presently indicated 
outlook the group’s share of the mar- 
ket should broaden—perhaps to as 
much as around 12 per cent. 

Among the so-called independents 
Packard and Studebaker have fared 
best in recent years, cach achieving 
substantial success with completely 
rew lines of lower priced cars. Re- 
flecting introduction of the “Cham- 
pion” in the spring of 1939, Stude- 
baker sales for that year spurted to 
114,196 units, comparing with 52,605 
in 19388 and 91,475 in 1937. Unit 
sales, in fact, topped 1929 and were 
the best since 1928. While gain in 
dollar volume is not as spectacular, 
it has nevertheless reached a new 
recovery high. Profit last year was 
$2,923,251 or $1.31 per share. In the 
first half of this year net was $957,- 
309 and 43 cents per share. Cash 
and net working capital position has 
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THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


Statement of Condition, 


September 30, 1940 
RESOURCES 
U. S. GovERNMENT OBLIGATIONS, DIRECT 


STATE AND Municipal SECURITIES . 
Stock OF FEDERAL RESERVE BANK. 


Loans, Discounts AND BANKERS’ 


CusToMers’ AccEepTANCE LIABILITY. 


LIABILITIES 


$100 
100,270,000.00 


36,534,547.83 
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RESERVE FoR TAXEs, INTEREST, ETC. 


LIABILITY AS ENDORSER ON ACCEPTANCES 


4 
\ 
United States Government and other securities carried at ( 
$174,802,680.00 are pledged to secure public and trust de- 
posits and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 
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625,579,472.59 
32,494,257.80 
8,103,821.26 
10,439,720.99 
9,614,347.62 
11,117,675.61 





$3,522,989,760.46 
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14,331,365.48 
2,166,275.80 
3,251,341,946.91 
10,788,799.13 
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shown marked improvement in re- 
cent years. 

Introduction of lower price models 
lifted Packard unit sales from a low 
of 6,071 in 1934 to recovery peak of 
109,518 in 1937, and dollar sales over 
the same period from $14,618,000 to 


$94,422,000. Latter figure compares 
not unfavorably with gross of $107,- 
542,000 in 1929 but the difference is 
a radically lower profit per car. For 
example, the company had net profit 
of $25,183,000 in 1929 while best re- 
cent year was net of $7,053,000 in 
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1936. Last year net was only $545,- 
867 or 4 cents per share. In the first 
half of this year there was a deficit 
of $102,366. Financial position has 
been well maintained through a 
difficult competitive period. 

Costs throughout the automobile 
industry will be higher, especially as 
regards materials and also probably 
to some extent in labor. Unit cost 
and profit, however, are vitally af- 
fected by volume of production and 
prices of the new cars average mod- 
erately higher than 1940 models. 
Therefore, if volume in 1941 lives up 
to the present indications of trend, 
profits of well-situated companies 
will be eminently satisfactory. 





The Movie Stocks Today 





(Continued from page 29) 


good stories, convincing production 
and adequate help. Top-flight ex- 
ecutive, directors’ and featured ar- 
tists’ salaries have remained inviolate 
although only the actors and the 
directors can definitely prove their 
worth through very tangible and in- 
controvertible box office records. As 
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Blyth & Co., Inc. 


Halsey, Stuart & Co. Inc. 


Glore, Forgan & Co. | Goldman, Sachs & Co. 
White, Weld & Co. Coffin & Burr 
Incorporated 


Pacific Company of California 

nei 
far as can be seen at this time, reduc- 
tion of picture costs has resulted in 
a defiintely inferior product, al- 
though there are notable exceptions. 
Before the advent of sound pictures 
in 1926 the movies were on the way 
down. Color has since been intro- 
duced with no appreciable effect so 
that it is hard to visualize what new 
appeal to the sense of reality must 
be discovered to prevent the motion 
picture industry from resuming the 
decline which was reversed when the 
movies learned to talk. 





Times of national prosperity have 
usually been times of good earnings 
for the motion picture industry. But 
never before has the industry experi- 
enced a rising prosperity based upon 
hard work such as must be the case 
in the present instance. The average 
consumer will very probably have 
more money to spend during the 
coming months but it is not likely 
that he will leave any appreciable 
sum in the movies unless the show 
offered is worth the price charged 
and that price is not greatly higher 
than it used to be. The average con- 
sumer has become highly price con- 
scious since deep depression days. 


On the other hand, wholesale cop. 
scription of man-power for military 
service will not hamper admission; 
unless the same man-power js 
shipped out of the country, far away 
from motion picture theatres. Qn 
balance, it would seem as if at. 
tendance will continue to gain mod- 
erately, perhaps equalling the 1937 
record of 4,400,000,000 admissions, 
Despite the record number of ad- 
missions, record earnings will not 
accrue until average admissions 
again approach those of 1929 when 
the figure was 30 cents. 

With a large amount of available 
business in foreign countries, most of 
the major producers have more or 
less attempted to get as much of it 
as possible. They will have to 
be written down after a longer or 
shorter period of time and accord- 
ingly will find reflection in future 
earnings statements. Most of the 
companies have readjusted their po- 
sitions in recent years with the result 
that the industry as a whole is more 
sound _ financially. Accordingly, 
while revenues will be lower this 
year than they were last year, mod- 
erately better domestic business will 
cushion the blow of foreign losses so 
that none of the companies are in 
any particularly stringent financial 
position nor will they likely be so 
hampered unless the adverse factors 
prevail for a long period of time. 

While such a thought may be com- 
forting to the management, and per- 
haps to the creditors, it is not par- 
ticularly so to stockholders who are 
anticipating sizeable dividends nor 
is it a very firm basis upon which to 
base the expectation of a market ad- 
vance in the movie securities. Since 
they are all priced rather fully to dis- 
count the worst that may be ex- 
pected to happen, their market value 
may not go much lower and in the 
event of a sharply higher general 
market, the shares may appreciate 
in sympathy. What is more to the 
point, however, is that they do not 
now possess any apparent quality 
that would cause them to rise in 
company with market leaders al- 


though they still have a number of 


sufficiently unattractive features 
which might permit them to lead 


the movement should a sharp decline 


in the general market develop from 
higher than present levels. Hence 


movie stocks are good speculations. 


to get out of when and as better op- 
portunity presents itself. 
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Bullard Earnings Soar 





(Continued from page 41) 


trade. However, with such assurances 
now in hand, Bullard is completing a 
new machine shop and foundry 
which should add materially to pro- 
duction capacity while at the same 
time assisting in reduction of costs. 
This reduction will accrue by virtue 
of the fact that the receipt of sud- 
denly increased business in excess of 
plant capacity has caused the com- 
pany to farm out some portion of its 
work; especially for parts. 

As might be expected from any 
capital goods manufacturer, Bul- 
lard’s earnings have kept close pace 
with capital goods demands. The 
earnings record of the past ten years 
has been marked with moderate defi- 
cits in 1930 to 1933 and again in 
1938, although in the latter year the 
deficit amounted to but 8 cents a 
share of common stock. In the same 
period the highest earnings per share 
reported were in 1937 when net in- 
come was equal to $3.19 a share of 
common stock. Last year’s earn- 
ings of $1.04 a share were satisfac- 
tory when compared with those of 
the previous year, although they 
were strongly overshadowed by the 
results of the first six months of this 
year when $4.35 a share, twenty- 
seven times greater than in the same 
period of 1939 and more than four 
times greater than all of last year’s 
earnings, was reported. Despite the 
fact that the new tax schedules will 
probably take a large share of the 
company’s increased earnings, it is 
probable that net income will sur- 
pass that of any previous year of 
which we have a record. 

The company has a simple capital 
siructure with 276,000 shares of no 
par value common stock represent- 
ing the sole capital obligation. New 


machinery and equipment installed. 


or to be installed this year is said 
to cost in excess of $1,100,000 and it 
may be necessary for the company 
to finance at least a part of this com- 
mitment through bank credit. How- 
ever, at the end of June the brief 
balance sheet indicated a much 
stronger financial position than the 
very satisfactory one at the begin- 
ning of the year. At the June date, 
total current assets of $3,728,593 
Were not only $2,000,000 higher than 
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WILL YOU try the new Underwood 
Sundstrand Adding-Figuring Machine 
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this simple ten-key machine . . . 
your work and cut figuring costs. 
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Underwood Sundstrand 
Adding-Figuring Machine 


that is so easy to operate. . 
Why not telephone or write today? 


. will speed up 


UNDERWOOD ELLIOTT FISHER COMPANY 


Typewriters, Accounting Machines, Adding Ma- 
chines, Carbon Paper, Ribbons and other Supplies 


One Park Avenue, New York, N. Y. 
Sales and Service Everywhere 





a year ago, but also compared very 
favorably with the best showing of 
any previous year. Cash items of 
$791,507 were nearly six times great- 
er than a year ago, although in view 
of the business in hand it would 
seem as if some additional cash 
would be desirable. Inventories of 
$2,641,731, as compared with about 
$2,000,000 at the first of this year 
and $1,567,583 on June 30, 1939, 
were apparently large but their size 
and expansion is accounted for 

a great part by the fact that the 
figures includes work in progress. as 
well as raw materials. Such being 
the case, the inventory position is 
not likely to be the source of near 
term future grief. 

At the same time, current liabili- 
ties were also considerably higher, 
totalling $1,493,698 on June 30, as 
compared with $350,348 a year be- 
fore. They were, however, $261,311 
lower than at the outset of the cur- 
rent year and the asset ratio is now 
close to 3 to 1, as compared with 
somewhat less than 2 to 1 at the 
close of 1939. Further improvement 
in the financial position is indicated 
over the balance of this year. 

Although the company’s earnings 


fluctuate widely from year to year, 
the dividend record is remarkably 
good when all things are considered. 
Only in the four deficit years previ- 
ously mentioned were dividends 
suspended. At other times the 
amounts of payments have varied, 
although in most cases their size de- 
pended upon that year’s earnings. 
So far this year the company has de- 
clared $1.25 a share in dividends, as 
against 25 cents a share in both 1939 
and 1938 and $2 a share in 1937. 
The last payment was made in Sep- 
tember thus leaving another distri- 
bution for the current year. It is 
probable that this coming payment 
will include a sizeable extra, although 
a prediction as to the size of the 
disbursement is now impractical. 

The longer term prospect contains 
the probability that the machine tool 
industry will lapse into a more con- 
servative pace where twenty-four 
hour operations will not be necessary, 
although such time still seems to be 
at least two years away and possibly 
longer. In the meantime the shares 
are still selling at levels at which 
they might be expected to be found 
in normal times even were business 
only half as good. 
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Anaconda 
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spring by means of a serial bank loan 
and $990,000 of the remainder was 
redeemed on the first of October 
leaving only slightly more than 
$4,000,000 of the original issue as yet 
outstanding and _ reducing fixed 
charges substantially. Subsidiary 
retirement of debts and refinancing 
has further strengthened the con- 
solidated set-up of the company. 

The consolidated balance sheet 
of the company dated December 31, 
1939, showed the company to be in 
the best working capital position 
for many years. Net current assets 
at the year end which amounted to 
$91,421,499 not only compared very 
favorably with the $78,942,212 re- 
ported at the close of 1938 but were 
dramatically higher than those of 
1934 which totalled but $211,458. Of 
the $112,014,116 total current assets 
reported at the close of last year, 
$30,155,532 was cash while the re- 
mainder—with the exception of 
$12,000,000 of accounts receivable, 
etc.—consisted of supplies on hand, 
materials in process and $48,477,502 
of finished products. 

Total current liabilities amounted 
to $20,592,617 and of this amount 
only $2,000,000 was bank loans, al- 
though nearly $9,000,000 was for 
accrued taxes. 

Reflecting the sharp upsurge of 
copper demand during the last half 
of 1939, Anaconda earned $2.33 
share of common _ stock. This 
amount was more than double that 
of the previous year although it was 
still well below the $3.62 a share re- 
ported in 1937. Results for the first 
half of the current year were sharply 
higher than those of a year ago and 
the $2.02 a share reported for the 
most recent period was even mark- 
edly higher than in the final half of 
1939 which included about 5 months 
of war business. Had it not been 
for the fact that Anaconda had de- 
ducted an extra $2,000,000 in antici- 
pation of additional taxes net in- 
come would have been higher than 
that of 1937 which marked a peak 
in recovery earnings although even 
as it was reported the 1940 results 
were only slightly lower than those 
of the previous record year. In- 
clusion of equities in non-consoli- 


dated subsidiary earnings woulj 
have increased first half 1940 eayp. 
ings by 5 cents a share. 

First half results included at leas 
5 good months prior to the collaps 
of France and accordingly it is not 
likely that second half reports wil 
make quite as good reading. 

The outlook for 1941 depends jy 
great part upon the outcome of the 
war. Should the Germans continue 
to fail to conquer England, copper 
business should be equally as good 
as it is today. Should England fall 
then it is probable that our own 
defense preparations would proceed 
at an even greater rate and the de. 
mand for copper metal and products 
would be greatly increased. Should 
England achieve an equitable peace 
or a victory, then our preparedness 
activities would lag with a conse. 
quent decline in the demand for 
copper. The last contingency i 
the most remote one, and _ the 
demand for copper will mount toa 
point beyond the productive capac- 
ity of domestic mines with conse. 
quent benefit to foreign producers 
of which Anaconda is the largest. 





As I See It! 





(Continued from page 7) 


any government post was supposed 
to have been sidetracked in Spain— 
and as things turned out this was 
mistake of the first magnitude. 

His record as tool of the “appeas 
ers” from the time he was Foreign 
Minister in 1935 speaks for itself 
In June of that year he made a deal 
with Von Ribbentrop, then Hitler’ 
Ambassador-at-Large, which _ per 
mitted Germany an increase to 35% 
of the total naval tonnage of the 
British Empire — submarine class 
45% —on Hitler’s promise never to 
engage in “unrestricted submarine 
warfare!” Churchill warned and pro- 
tested against this stupidity. In 
1939 when Germany completed het 
program and when it suited her pur 
pose to build beyond it, Hitler ab- 
rogated this treaty. 

Again Hoare was the center of a 
storm in the Abyssinian crisis whet 
he intrigued with Pierre Laval to 
hold up serious sanctions against 
Mussolini and secretly agreed to sup- 
port a plan whereby II Duce would 
be confirmed in his Ethiopian cor 
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yest. This scandal forced his res- 
mation as Foreign Minister. He 
yy low for six months when Bald- 
sin appointed him First Lord of the 
\dmiralty. 

Then shortly after Churchill was 
nade Prime Minister, Sir Samuel 
yas appointed Ambassador to Spain. 
sain promptly became a hotbed of 
intrigue, While strong rumors of 
yace overtures and appeasement 
legan to emanate from that coun- 
try. Indignation rose to such 
heights in England that Chamber- 
hin publicly disavowed these re- 
jorts. But Sir Samuel Hoare re- 
nained in Spain (next door to his 
fiend Pierre Laval—man_ behind 
the throne in the Vichy French Gov- 
mment)—in an atmosphere friend- 
to both Mussolini and Ribbentrop 
in the “court of Franco.” 

On such a background, what is 
oming to light would seem to indi- 
ate that the appeaser, Sir Samuel 
lloare, is involved in the episode 
shich permitted the Vichy French 
varships to pass Gibraltar and get 


through = into’ «6the§ Atlantic un- 
nolested—culminating in the hu- 


niliating Dakar incident. 

Prime Minister Churchill in his re- 
prt on October 8 suggested that 
this matter was more suited to pri- 
vate discussion than public airing. 
He said: “Neither the first Sea Lord 
nor the Cabinet were informed of 
the approach of these ships to the 
Strait of Gibraltar until it was too 
late to stop them passing through. 
Orders were instantly given to stop 
them at Casablanca or, if that failed, 
(0 prevent them approaching 
Dakar.” 

It is interesting too that the 
Dakar fiasco was followed by Cham- 
berlain’s resignation—that “discip- 
lnary action” is to be taken against 
those involved at Gibraltar. On this 
background as well, it is easy to un- 
derstand H. G. Wells’ bitterness 
against Lord Halifax, Minister of 
Foreign Affairs for Britain—who is 
known to be a rabid appeaser. 

From the shifts in the Govern- 
ment that are taking place in Lon- 
don, it is apparent that radical steps 
will be taken to clean house. 


The Role of Russia 
Not only has the appeasement 
gtoup proven dangerous to the wel- 


fare of the British people, but it has 


OCTOBER 19, 1940 





r 


! 
| 





~ 
Again ... The Weekly Trend Letter 


Gauged Peak of Recent Advance 


» Monday afternoon, September 23rd, with Dow-Jones 
Industrials at 134.71, we telegraphed our clients: "Sell 
investment and trading commitments at market.’ This 
long position was advised August 2!st with the averages 











































at 124.37. 
160 TTTTTT TL rt Es rT r Zz MTT 
155 Ee fe PPE REE TLURELEEEEDE gagagaaa 
vas PLL atti || AZ| IS NAL | 
KI 
'35 F/ Buy | Market Advisory Record §=fPCP Pp rp pp 
| eciaeerteceesliemecaaad 
130 YT 
WEEKLY TREND LETTER 
at of The Magazine of Wall | 
Ce at a a os ot Street | TW] 
15 t ry m1 +I rereri | } am | 
a DOW JONES INDUSTRIAL S| WEEKLY | | I Buy 2)! ) | Li 
SEPT. OcT. NOV. DEC JAN FEB MAR APR MAY JUNE JULY AUG SEPT 
1939 1940 
91% Accuracy in War Markets 
2734 points gain in the averages while the market declined 7!/> points 


a differential of 35!/4 points. WEEKLY TREND LETTER SERVICE has made this 
remarkable record in the past 13 months of intricate war markets. 





Our clients were counseled to avoid severe declines... 
to participate in worthwhile advances. THE TREND 
LETTER not only advised selling before the 30-point 
collapse in May ... with a stop at 144.75 Dow-Jones 
but has indicated all decisive turning 
points and movements with expert regularity. 


The Complete Service 
The Trend Letter Will Bring 
You Every Week... 


1 The Magwall Trend In- 
* dicator . . . graphically 
shows market’s relation 
to business activity. 


Industrials... 


(lo a 

3, Dow Theory  Interpreta- This moderate-priced service will counsel you de- 
tions. finitely .. . by wire and by mail... in timing your 

You Will Also Receive... commitments . . . in knowing when to buy and 

4. peg yea Rel 6 _ when to sell. In addition, through extensive con- 
wire and by mail. — sultation, we will advise you what to buy... hold 

5. Telegrams . . . Collect . or sell. 


- of Important Mar- 
ket Trend Changes . . 


Whether to Buy, Hold We invite you to subscribe now for 6 months at $25 
or Sell. 
‘thy Willie “ae or a full year at $40 . . . so that we may appraise 


* Special Wire Confirma- 


tions by Mail. 


your present holdings and have you prepared for the 
next important market move. 











Mail This Coupon Today- - - - -------- 


THE WEEKLY TREND LETTER 
of The Magazine of Wall Street 
90 Broad Street New York, N. Y. 


C)I enclose remittance. [] Send Invoice 
[j $25 for a six months’ subscription 


[] $40 for a one year’s subscription 


State ... ae 
$2.00 for One Ye ar. 


[] For domestic Air Mail, add $1 for Six Months; 

























































been responsible for the failure to 
win Russia over to the side of 
Britain. 

Events seem to bear out that 
Stalin’s suspicions and distrust of 
the Baldwin-Chamberlain govern- 
ments were justified—and now for 
the first time in many years the pos- 
sibility of an entente exists. 

In spite of Germany’s gain in Ru- 
mania, Stalin can readily upset the 
applecart by an attack on the Ger- 
man position. It is already being 
said that Stalin is waiting for winter 
to set in before he makes a move in 
Hitler’s direction. 

The Hitler-Stalin Pact was never 
popular with Mussolini. What Hit- 
ler considered to be a brilliant coup 
at the time may yet turn out to be a 
first rate blunder. Many times I 
have wondered if I] Duce ever said 
“TI told you so” to Der Fuehrer. 

The Russian pact was an expe- 
dient for use in Hitler’s war of 
nerves. Events have proved it to 
be not only without real substance 
for the Nazis, but it may yet break 
the back of the Nazi plan for world 
conquest. The signing of this pact 
did not unite Nazi-Germany with 
Russia. It did not even set up sep- 
arate spheres of influence. Each 
went their own way—about their 
own business. 

The first loss for the Nazis was in 
Poland which they conquered, but 
which they were obliged to share 
with Russia. . . . It brought Russia 
right up to the German frontier. 
. . . When Stalin moved into the 
Baltic States the Nazis moved out— 
which was loss number two. Loss 
number three took place in Finland 
when the Nazis did not dare raise a 
hand. 

We can chalk up this sequence of 
events as victories for Stalin because 
without a non-aggression pact with 
Hitler, he would not have under- 
taken these conquests—nor could he 
have won them without a war. Per- 
sonally, it enabled Stalin to vent 
his spleen against Chamberlain and 
the appeasement group. 

Now let’s see what the Nazis 
gained: They secured a bombshell 
for their war of nerves. Temporarily 
it was a great advantage. It en- 
abled Hitler to launch his blitzkrieg 
in the East. But it brought the fall 
of Chamberlain and the rise of 
Churchill—which was to their detri- 
ment... . 

Then Stalin, safe in the security 
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of his pact with Hitler, moved into 
Bessarabia. Alarmed, the German 
High Command stopped in their 
tracks—and England got her chance 
to build up her defense. As a re- 
sult of this incident the character 
of the war changed, bringing the 
end of the blitzkrieg along with the 
possibility of a long war. It would 
almost seem that Stalin stepped in 
at the psychological moment and 
turned the tide against Germany. 

Of course, Stalin was acting in his 
own interests because it is not to his 
advantage to have a strong Ger- 
many. Thus he cannot be too 
pleased with the proximity of the 
Nazis in Rumania and on the Black 
Sea. 

Now Stalin is feverishly mobiliz- 
ing his forces. His sinking of the 
Rumanian cruiser trespassing on his 
preserves is an indication that he 
expects to deal with a firm hand. 

It remains to be seen whether 
Turkey’s warning that two million 
bayonets await any invader of her 
soil is bravado. We will know soon 
enough what Stalin’s attitude to- 
ward Germany will be by what Tur- 
key does. 

The war has reached a crucial and 
decisive stage. The search for oil 
leads to Haifa. Is the Battle of Ar- 
mageddon at hand? The bible 
prophesies that the hordes will be 
turned back at the Gates of Jeru- 
salem. 
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enlargement program begins to 
speed up. Boilers, heat transfer 
equipment, Diesel engines and nu- 
merous other Alco products should 
be in increasing demand for expan- 
sion of shipbuilding, petroleum refin- 
ing and chemical manufacturing fa- 
cilities made necessary by defense 
orders and their fulfillment. 

Despite the fact that the majority 
of years’ operations are unprofitable 
for the company, a_ surprisingly 
strong financial position has been 
maintained. The company has no 
funded debt and at the close of last 
year had no bank loans or similar 
obligations. The capital structure 
consists of 351,961 shares of 7 per 
cent, $100 par value preferred stock 
and 767,900 shares of no-par value 
common stock. The preferred stock 


dividends are cumulative and it js 
this feature that has restricted thd 
investment merit of the commoy 
shares for as of the end of September 
there were unpaid preferred accruals 
of $43 a share. During the past sey 
eral years the management has 
promised to submit some plan fg 
the satisfaction of these accruals byt 
up until now nothing radical has 
been proposed. So far this year pre 
ferred dividends of $3 a share haye 
been paid but since the mandatory 
amount of preferred dividends for 
the period was $3.50, the net effect 
was to increase the accumulations by 
a moderate amount. With the pros 
pect of better business to come for 
some little time ahead it is probable 
that preferred share holders will be 
more inclined to listen to a propo 
sition to remove the arrearages with- 
out the payment of the actual cash 
involved. Accordingly, some such 
plan may be expected to be offered 
in the near term although what it 
may involve cannot be said now. 
The very nature of the company’ 
business has contributed to the vola 
tility of the shares from a market 
standpoint. The heavy accumule 
tion of preferred dividends lends a 
certain degree of speculative attrac 
tion to that issue while the earnings 
leverage of the common shares is 
spectacularly apparent once the com- 
pany’s sales pass the normal break 
even point. Since the railroad equip 
ment industry typifies capital goods 
in their most unadulterated form 
such securities are considered to be 
the most direct way in which an ix 
vestor can participate in a generous 
cross-section of the entire capital 
goods field. Unquestionably, the 
present recovery is most sharply rep: 
resented by capital goods demand, & 
fact that should soon be recognized 
by increasing public interest in the 
shares of American Locomotive. 
Neither the preferred nor the 
common stock can be considered al 
investment in the strict sense of the 
word since the volatile nature of the 
industry and the uncertainties 
continued income violate some 
the cardinal principles of investmen 
Both, however, possess considerable 
speculative appeal for they have not 
as yet recovered substantially from 
the effects of the poor years thal 
have been recently left behind nd 
have their market prices as yet fully 
discounted the much brighter pro 
pects for the next several years. 
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